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THE 1937 ANNUAL REPORT 
OF THE 


CHAIRMAN OF GENERAL MOTORS CORPORATION 


To Our Stockholders: 


There is presented herein a review of the operations of your Corpora- 
tion and subsidiary and related interests for the year 1937, together with a 
consolidated balance sheet as of December 31, 1937, and a summary of 
consolidated income covering the year under consideration. 


MANAGEMENT'S RESPONSIBILITY 


The responsibility of the management of an industrial organization to 
its stockholders has always been fully recognized by the management of 
General Motors Corporation, and when its operations reach the scope of 
those of the Corporation, there enters an added and most important re- 
sponsibility to the community at large. Every effort has been made to 
discharge adequately both of these obligations. It is thought that this 
responsibility embraces the obligation of presenting, in detailed form, not 
only the important facts of a statistical character as to the Corporation’s 
affairs, but in addition such salient matters of a general nature as will 
enable the stockholders and the public at large to obtain as complete an 
understanding as is possible of the Corporation’s position and of such in- 
fluences as may affect its trend in the future. However, any forecast would 
be undesirable. 


In accordance with this thinking, reports are submitted at the end of 
each quarter outlining the results of the quarter’s operations, accompanied 
by such comments as seem pertinent. These reports are supplemented from 
time to time by messages on special subjects, as circumstances may justify. 
As soon:as possible after the close of each year, an annual report is sub- 
mitted—the purpose being to deal comprehensively with allimportant events 
that have developed during the year under review. 
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1937 IN BRIEF 


It is recognized that not all of the Corporation's large body of stock- 
holders will be interested in the detailed presentation and discussion of the 
economic trends of the year and the financial and statistical facts and cir- 
cumstances contained in the following pages. It must be appreciated, how- 
ever, that a full disclosure is essential not only for many who may be 
interested but to establish a complete record of the year's operations as well. 
For the benefit of those who may be concerned only with the more salient 
points, the following resumé is presented. 


In General: 


During the major part of the year, the forces of recovery continued in 
the ascendancy in practically all of the markets of the world. In the United 
etates, however, there was a sharp decline in general business activity 
during the last quarter. From the standpoint of the automotive industry, 
sales in the world markets, as measured by new car and truck registrations, 
showed an improved relationship, the year as a whole equalling 95.5% of 
the peak year 1929. This compares with 91.9% for 1936. 


The operations of the Corporation itself followed the general trend. Its 
position, however, was importantly prejudiced due to: (a) an interruption 
in production of approximately six weeks resulting from the General Motors 
strike in January and February of the year under review; and (b) the down- 
ward economic trend in the latter part of the year. 


Sales: 


In Terms of Value—The Corporation produced and sold to its dis- 
tributing organizations throughout the world, merchandise with a net 
value of $1,606,789,841. This compares with $1,439,289,940 for the year 
1936, a gain of 11.6%. 


In Terms of Units—The Corporation produced and sold throughout 
the markets of the world 2,116,897 passenger cars and trucks. This com- 
pares with 2,037,690 for the previous year, a gain of 3.9%. The manu- 
facture and sale of other products, as well as automobiles, showed important 
gains, particularly those of the Frigidaire Division which made a new record 
as to unit sales of electric refrigerators. 


Competitive Position: 


During the year the Corporation accounted for 39.0% of the new motor 
cars and trucks sold to consumers within the United States as against 41.6% 
for the year 1936. The reason for the decline has already been stated. Like- 
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wise, it accounted for approximately 35% of the new motor cars and trucks 
sold to consumers throughout the entire world, as compared with approxi- 
mately 37% in the year 1936. 


Earnings: 

Net earnings available for dividends on all classes of securities amounted 
to $196,436,598. This is equivalent, after paying dividends on the $5 series 
preferred stock, to $4.38 per share on the average number of common shares 
outstanding, which compares with $5.35 per share for the year 1936. Earn- 
ings were unfavorably affected by interruptions to production as well as 
by increasing costs in relation to selling prices. 


Dividends: 


There was distributed in dividends a total of $169,728,081 during 1937, 
compared with $202,081,519 for the year 1936. After paying the regular 
dividends of $5.00 per share on the $5 series preferred stock, dividends on 
the common stock amounted to $3.75 per share in 1937, compared with 
$4.50 per share in 1936. 


There was retained in the business for its protection and expansion 
$26,708,517, equivalent to $0.63 per share. The retention of these earnings 
required additional taxes, as a penalty, in the amount of $5,736,906. 


Stockholders: 


The net earnings for the year 1937 were participated in by more than 
358,000 stockholders. At the close of 1937 the total number of stockholders 
was 375,755, the largest number on record. This compares with 342,384 at 
the close of the year 1936. 


Net Working Capital and Cash: 


The Corporation maintained a strong financial position during the year. 
Net working capital at the close of the year was $347,216,116, as compared 
with $339,686,551 at the close of the year before. Cash and cash 1tems were 
$150,884,012, compared with $195,658,172 at the close of 1936. 


Plant Development: 


Due to the inadequacy of the Corporation's plant and equipment with 
relation to the demand for its products, as well as to the evolution of the 
product program, an important expansion program was undertaken during 
the year. There was authorized an expenditure of $61,725,000 for the ex- 
pansion and improvement of the Corporation's manufacturing facilities. 
This was in addition to the normal expenditures for tooling and plant 
rearrangement incident to the 1938 product program. Of the total amount 
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authorized, there was expended during the year $44,150,000, and the bal- 
ance will be carried into 1938. 


Cost of Government: 


The taxes accrued or paid by the Corporation and its subsidiaries to 
the various taxing authorities within the United States, including excise 
taxes paid on products sold in the year 1937, totalled $104,959,000. This 
compares with $91,150,000 for the year 1936 and $63,150,000 for the year 
1935. Attention is called to the fact that this includes only those taxes 
definitely ascertainable. It does not, by any means, represent the total tax 
bill. The tax bill definitely ascertainable was equivalent to $2.45 per share 
on the common stock outstanding. This compares with $2.13 per share for 
1936 and with $1.47 per share for 1935. Based on the average number of 
employes on the payroll in the United States during the year, the tax bill 
for 1937 was equivalent to $444 per employe. This compares with $440 for 
the year 1936 and with $334 for the year 1935. 


Specific consideration is asked of the stockholders with respect to the 
increasing share that the Government is taking from the business. 


Payrolls: 


'The Corporation disbursed during the year on account of salaries and 
wages a total of $460,451,744. The average number of employes on the 
payrolls during the year was 261,977. This compares with payrolls of 
$384,153,022 and an average of 230,572 employes for the year 1936. 


Labor Economics: 


During the early part of 1937, hourly wage rates of the Corporation 
in the United States were increased 5 cents per hour, superimposed upon 
increases granted during the latter part of 1936. As a result of these raises, 
as well as additional allowances for overtime, the average hourly rate went 
from 75.6 cents per hour in 1936 to 91.1 cents per hour in 1937, an increase 
of 20.5% during the year. The average working hours per week decreased 
by approximately 10%—36.5 hours as compared with 40.5 hours during 
the previous year. This was due to: (a) the establishment in November 
1936 of a base of forty hours per week; (b) loss of employment caused by 
the General Motors strike; and (c) the reduced rate of operations prevailing 
during the business decline of the last quarter. 


Notwithstanding a decrease in the average hours worked per week, 
the increase in average hourly rates resulted in increasing by 2% over 
1936 the average annual earnings of employes regularly employed in the 
United States throughout the year 1937. The average annual earnings of 
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these workers during 1937 were approximately $1,618. This compares with 
$1,587 in 1936 and with $1,440 in 1929. Giving weight to the lower cost 
of living in 1937, the purchasing power of the General Motors worker's 
annual earnings was approximately 32% greater than in 1929. 


Executive Management Compensation: 


The executive management group, as defined on page 49, comprised 
184 individuals at the end of the year. Compensation of this group, in- 
cluding not only salaries but profit participation as well, was equivalent 
to $0.16 per share on the common stock outstanding, after allowance for 
Federal corporate income taxes, as compared with net earnings of $4.38 
per share. In 1936 the corresponding item was equivalent to $0.24 per 
share. Total executive management compensation, on the basis of $100 
of list price of the Corporation's products sold, was equivalent to $0.38, as 
compared with $0.64 for the year 1936. On the basis of each dollar of total 
payroll, total executive management compensation amounted to 134 cents 
as compared with 316 cents for 1936. 


Bonus Plan: 


As a result of the year's operations, 252,086 shares of common stock 
were set aside under the Bonus Plan for distribution to the general executive 
group. А total of 10,025 salaried employes will participate in this distribu- 

tion. No individual will receive more than 2%, of the total bonus fund. 


Employes Savings and Investment Plan: 


The 1932 Class of the Employes Savings and Investment Plan ma- 
tured at the end of the year. There was distributed early in 1938 a total 
of $2,690,068 to those participating in this class, of which the Corporation's 
contribution amounted to $1,582,418. Since the inception of the plan in 
1919, a total of $246,538,942 has been distributed to employes through this 
plan of organized saving, of which the Corporation's contribution amounted 
to $104,931,599. | 


Group Insurance Plan: 


Beneficiaries of employes who died during the year received a total of 
$2,981,215 through the Group Insurance Plan. In addition, 20,595 em- 
ployes received benefits in the amount of $1,231,699 on account of tem- 
porary disability resulting from sickness or non-industrial accidents. The 
total amount of benefits paid out under the plan during 1937, therefore, 
amounted to $4,212,914. The cost of these benefits was shared by the Cor- 
poration and the employes, with the expense of administering the plan 
being borne by the Corporation. 
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AN ECONOMIC REVIEW 


Before displaying the statistical and financial facts which reflect the 
operations of the Corporation for the year 1937, and before examining such 
important circumstances as have characterized its various operations during 
that year, it is desirable to review in more general terms for the purpose 
of a suitable background, the various trends in the world's economy which 
affected the Corporation's operations. 


The trend of 1937 was somewhat different from that of 1936. The 
earlier year was characterized by a continuing upward movement of in- 
dustry, thus following the pattern of a normal recovery movement. In 
other words, the forces of recovery were distinctly in the ascendancy. This 
was true of practically all the countries in which the Corporation is operat- 
ing, as is amply demonstrated by the statistics available. The early part of 
1937 was similarly characterized. Increasing production, reduced unem- 
ployment and a strong demand for industry’s products continued through- 
out all the countries of the world during the first half of the year. 


The second half of the year witnessed a sharp differentiation between 
the trend of the domestic market and that of other countries. The trend in 
most of the latter countries continued without any appreciable signs of 
change. The possible exception is Canada, which experienced a rather sharp 
decline in volume of production in December, probably reflecting the reac- 
tion that had developed in the United States. Due consideration must be 
given to the fact that the rearmament programs of England and Germany 
are having an important effect and a somewhat inflationary influence on the 
economies of those countries. Developments outside of the United States 
that are not encouraging, aside from the ever present war danger, include 
reduced security prices in most countries, some increase in unemployment 
in England, and a slight decrease in the volume of international trade. 


Passing to the domestic economy, the volume of industrial production 
dropped sharply toward the end of the year. The record of past business 
depressions appears to indicate that there have been only three in the last 
one hundred years in which the decline was comparable in severity and 
rapidity to that which took place in the latter part of 1937. Railroad freight 
loadings, steel operations and stock prices tell the same story. There was 
only a slight decline from December to January. A somewhat similar de- 
cline was recorded through the month of February. It therefore appears 
that the economy has adjusted itself temporarily to a considerably lower 
level than that of last year. 


There are many signs to the effect that this change in trend in the 
United States was brought about by unusual influences that were injected 
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into the situation. The change in trend does not appear to have any justifi- 
cation in a major economic sense. Industrial production had not reached the 
records of previous upswings. And this has generally happened in passing 
out of a depression before a change in the upward trend has taken place. 
There was available a tremendous latent demand on the part of the masses 
for more goods and services to add to the comforts and pleasures of living, 
thus making possible a higher standard of living for all. This is still true, not 
only because of the shortage resulting from the previous depression, but 
from the more fundamental standpoint of additional purchasing power as 
well. These and many other signs indicate that, as measured by the record 
of similar events in the past, recovery had not run its normal course. 


The trend of the automotive industry, as will be demonstrated later, 
followed the general course of the economies in the various countries in- 
volved. So far as the domestic market is concerned, during a large portion 
of the second half of the year consumer sales were not clearly indicative 
of the decline because of the fact that the decline in general industrial 
activity was coincident with the period of automobile model change. As 
this particular situation became clarified and statistics became available 
for the months of November and December, however, it was clearly evident 
that a radical decline had taken place. Consumer sales of the industry for 
December were 57% of December 1936. 


If we pass from what happened to why it happened, we enter somewhat 
into the realms of conjecture for, as is usual, opinions differ. Looking at 
the problem through the eyes of industry, it appears as if two influences 
have had an important effect in interrupting the normal recovery and 
throwing the economy into the violent and unprecedented decline experi- 
enced. First, there is the fact that the wage level—and payrolls constitute, 
for the economy as a whole, about 75%, of the selling prices of goods and 
services—was raised radically in the early part of 1937, unquestionably 
to an uneconomic degree, at least in certain important industries. These 
wage increases followed other important increases of previous years so that 
prices of many important products of industry had to be increased. This 
led to the unbalancing of the economic equilibrium, as purchasing power 
was not evenly distributed in relation to increasing prices. In other words, 
it would appear that labor costs have been raised abnormally, to the extent 
of impairing consuming power and thus depriving the wage earner of any 
benefit resulting from the higher hourly rate of wages. 


The second influence was the fact that there had been developing a 
growing lack of confidence and a fear as to the future of American business 
enterprise, due to the attitude of Government toward business and eco- 
nomic policies affecting business. Many had been of the belief that sooner 
or later an accounting, of necessity, must take place. It was the general 
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opinion that that point was not likely to be reached before the latter part 
of 1938. It is reasonable to suppose that the unbalancing of the economy, 
with its resultant decline, has accelerated the application of curative 
measures. 


It is difficult to determine to what extent the two influences just 
described contributed in producing the situation in which we find ourselves. 
The fact that they are extremely important in effect cannot be denied. To 
change the course that has been followed is entirely possible. It is believed 
that if that were done realistically and in the form of a consistent policy, 
a real foundation would be built for resumption of the normal trend of 
recovery on a far more sound and desirable basis than has existed here- 
tofore. 
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AN OPERATING REVIEW 


Car, Truck, Body and Accessory Operations 


The world trend, so far as the unit volume of the automotive industry 
is concerned, is indicated by the following summary which displays regis- 
trations, or consumer sales, of new cars and trucks distributed among the 
major markets of the world for the twelve year period terminating with 
the year 1937: 


REGISTRATIONS OF NEW Cars AND TRUCKS OF ALL MAKES 
IN Major MARKETS OF THE WORLD 


Foreign Markets 


United States British Total Entire 
Year and Canada Isles Germany Other Foreign World 
1926 3,804,222 196,120 65,445 765,486 1,027,051 4,831,273 
1927 3,109,254 213,621 94,606 752,365 1,060,592 4,169,846 
1928 3,690,488 218,935 139,554 856,014 1,214,503 4,904,991 
1920 4,611,798 242,521 138,282 1,010,159 1,390,962 6,002,760 
1930 3,167,540 229,818 . 96,090 687,055 1,012,963 4,180,503 
1931 2,305,346 210,254 68,343 500,845 779,442 3,084,788 
1932 1,326,959 212,717 48,276 382,668 643,661 1,970,620 
1933 1,786,344 251,118 92,270 418,240 761,628 2,547,972 
1934 2,364,820 313,865 150,329 571,854 1,036,048 3,400,868 
1935 3,352,838 367,678 201,225 639,382 1,208,285 4,561,123 
1936 4,130,702 413,729 245,058 727,610 1,386,397 5,517,099 
1937 4,250,501 420,126 244,450 814,871 1,479,447 5,729,948 


There is an important difference in the trend in the various producing 
centers as indicated by the following table: 


New Car and Truck Registrations 


Volume in 1937 
as % of 


Volume in 
Best Year 1937 as % 
Prior to of Best Year 


Major Markets 1937 . Prior to 1937 Year 1936 Year 1929 

United States............... 1929 93.1% 102.1% 93.1% 
Canada y uu c eos ees 1928 70.8 129.6 72.5 

Total United Statesand Canada 1929 92.2% 102.9% 92.2% 

Foreign Markets: 

British Isles............... 1936 101.5% 101.5% 173.2% 
Germanys ушке ards IRA 1936 99.8 99.8 176.8 
Other Foreign Markets..... 1929 80.7 112.0 80.7 

Total Foreign Markets... 1929 106.4% 106.7% 106.4% 

Entire World................ 1929 95.5% 103.9% 95.5% 
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Registrations in the United States recovered in 1937 to 93.1% of the 
pre-depression peak of 1929 as compared with 91.1% in 1936. In Canada, 
1937 showed a relationship to the pre-depression peak in 1928 of 70.8%, as 
against 54.7% in the year 1936. The trend in two of the motor car pro- 
ducing markets overseas, British Isles and Germany, is importantly differ- 
ent from that of the United States and Canada. The balance of the world 
follows more closely the domestic trend. These markets— British and Ger- 
man-——have expanded greatly during the past few years. In the British 
Isles, 1937 witnessed a continuation of an upward movement that started 
in 1932. For the fifth consecutive year a new record of sales was established 
—the relationship of 1937 to 1936 being 101.5%. Comparing 1937 with the 
1929 pre-depression peak established in the great majority of the world's 
markets, the relationship in the British Isles was 173.2%. A somewhat 
similar trend has taken place in Germany. New records were established 
in three consecutive years, culminating in 1936. However, a slight decline 
took place in 1937—the index being 99.8% of the previous year. This was 
due to special circumstances which limited the ability of the industry to 
produce, arbitrarily affecting the trend. Overseas markets, outside of the 
two specific ones just mentioned, showed an index of 80.7% in 1937 as 
compared with the pre-depression peak of 1929. This compared with 72.0% 
in 1936—a substantial improvement in trend. 


Taking the entire world as a basis of comparison, the relationship of 
1937 to 1929, the previous peak in most of the major markets, was 95.5%. 
This compared with 91.9% for the year 1936. Thus we see that the trend 
of consumer sales in the automotive markets of the world during the year 
under review moved steadily upward—all major markets bettering their 
position over the previous year, with the exception of Germany which was 
limited by shortage of materials. 


In terms of sales in value, however, the relationship is importantly 
different. Such statistics, unfortunately, are not available for the world at 
large, but there is no doubt of the fact that in all markets the average unit 
value for 1937 was very substantially less than that of the pre-depression 
period, but not substantially different from the year 1936. 


One broad implication flows from this statistical picture and that is 
that the economic position of the motor vehicle for the transportation of 
both passengers and merchandise is well sustained. What has been said 
many times still continues to be a fact—that the automotive industry, next 
to the essential items of food, shelter and clothing, has the most important 
lien on the purchasing power of the community. Transportation by highway 
continues to expand its sphere of usefulness as the servant of mankind, not 
only adding to the comfort and conveniences of living, but widening the 
horizons of observation and opportunity. As the industry moves into the 
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future, there does not appear to be any measurable ceiling to its opportu- 
nities for greater achievement. 


The Corporation's total net sales throughout the world, automotive 
and otherwise, amounted to $1,606,789,841 during the year under review. 
This compares with $1,439,289,940 for the year 1936, or a gain of 11.6%. 
These net sales exclude all inter-company and inter-divisional transactions. 
They also exclude sales of Adam Opel A.G. and Vauxhall Motors Ltd., 
for the reason that these operations are not consolidated in the Corpora- 
tion's accounts. 


The Corporation's world sales to dealers of cars and trucks in units, 
including Opel and Vauxhall, as distinguished from dealers' sales to con- 
sumers, amounted to 2,116,897 units for the year 1937. 'This compares with 
the previous record sales of 2,037,690 units for the year 1936, а gain of 
3.9%. The year 1937, therefore, established a new record for all time for 
the Corporation's world production and sale of motor car products as meas- 
ured 1n terms of units. 'The best record year prior to 1936 was the year 1929 
during which 1,899,267 units were produced and sold. 


It is particularly interesting to note that during the year 1937 the 
Corporation enjoyed approximately 35% of the entire world sales of motor 
cars and trucks to consumers. This, however, was not a new all-time record. 
During the year 1936, approximately 37% of the entire world sales of 
motor cars and trucks to consumers was accounted for by the Corporation. 
The decline was due to the inability of the Corporation to meet the demand 
for its products through interference with production caused by the General 
Motors strike. 


In view of the Corporation's international position and the important 
part that its overseas operations play in its general scheme of operations, 
it is believed that a more comprehensive picture can be presented by con- 
sidering the domestic operations and overseas operations separately. 


Domestic Operations: 


Production of cars and trucks by the automotive industry 1n the United 
States and Canada totalled 5,016,565 units for the year under review. This 
unit volume has been exceeded only in the year 1929 when production 
reached a total of 5,621,715 units, so that 1937 was 89.2% of 1929. Com- 
pared with the year 1936, production in 1937 increased by 400,291 units, 
or 8.7%. 


The following summary shows for the year under review and for the 
previous eleven years, the number and the estimated retail value of cars 
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and trucks produced and sold by the automotive industry in the United 
States and Canada: 


UNITED STATES AND CANADA 


CARS AND TRUCKS PRODUCED BY THE INDUSTRY 


Estimated Retail 


Year Units Sales Value 

1920612 ne esu SEES es 4,505,661 $4,291,781,000 
ОРОНОТ 3,580,380 3,605 ,442,000 
19763500 Geese 4,601,141 4,222,337,000 
1929 u s wd ded кышы 5,621,715 4,774,822,000 
DSO pP" 3,510,178 2,839,014,000 
TOS Det. Saa Yate a ee eae ae 2,472,359 1,904,586,000 
ES E Y ge Soe gu TRES 1,431,494 1,058,715,000 
1933. 7.2 кәк ра МУ pad s 1,985,000 1,318,227,000 
ТОЗА о nd vele ды 2,869,963 2,052,283 ,000 
VOSS edie aie its 420 4,119,811 2,920,775,000 
19302 ie ишш руй ай 4,616,274 3,436,853,000 
ТОЗЛЫ tuia eee ме ле ыт. 5,016,565 3,851,842,000 


Measured in terms of estimated retail sales value, there was a sub- 
stantial increase in 1937 of $414,989,000, or 12.1%, as compared with the 
previous year, whereas the increase in units was 8.7%. The increase in 
retail sales value is influenced by some increase in the average value per 
unit. This is partly due to a greater proportion of cars being sold in the 
group just above the lowest price group, and partly to increases in the 
price level applicable to such 1938 models as were sold during the year un- 
der review. When compared with 1929, the average value per unit in 1937 
is substantially lower as shown by the fact that the estimated retail sales 
value of the industry's production in 1937 was 19.3% below 1929, whereas 
unit volume was only 10.8%, less. 


From the low point of the industry's production reached in the United 
States and Canada in the year 1932, when total unit production was equiva- 
lent to 25.5% of the record 1929 level, a recovery was shown in each year 
with 1937 amounting to 89.2% of the 1929 level. On the basis of estimated 
retail sales value, the year 1932 was 22.2%, of the 1929 level and the year 
1937 was 80.7% of that level. 


These comparisons with 1929 are not completely indicative of the do- 
mestic trend since they are distorted because of the important difference 
in the position of the industry as an exporter in 1937 as compared with 
1929. In 1937 there were produced in the United States and Canada 528,000 
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units for export, representing 10.5% of the total production in that year. 
In 1929, however, production for export amounted to 836,000 units, which 
was equivalent to 14.9% of that year's production. The industry's produc- 
tion applicable to domestic consumption in 1937 thus makes a more favor- 
able comparison with 1929 than does total production. Production for 
domestic consumption in 1937 was 93.8%, of 1929, while total production 
was 89.2% of 1929. 


The statistics just discussed are based upon production and sales to 
dealers for distribution to consumers. If we use registrations or sales to 
consumers as a yardstick, the relationship is somewhat different. Regis- 
trations in 1937 showed an increase of 2.1% over 1936, while unit produc- 
tion for domestic consumption in the United States showed an increase of 
5.5%. The reason for this was an increase in dealer stocks during the latter 
part of 1937, due to the sharp decline in consumer sales and the necessary 
time required in readjusting production to the lowered level of sales. 


In passing from the statistics of the industry as a whole to those of 
the Corporation, it is necessary to outline certain salient influences which 
affected the operations during the year under review. During most of Janu- 
ary and part of February 1937, production was virtually suspended on 
account of а very costly and disastrous strike affecting certain key plants, 
with the result that it was impossible to meet the consumer demand for 
the Corporation's automotive products. The position of the Corporation 
as to competitive performance as well as profits was adversely affected. 


During 1937 the Corporation produced and sold to its dealers within 
the United States 1,680,024 cars and trucks. This compares with record 
sales of 1,682,594 units for the year 1936, a decline of 0.2%, from 1936. 
Thus, notwithstanding the strike, 1937 was the second largest year for the 
Corporation from the standpoint of the number of cars and trucks produced 
and sold to its dealers within the United States. Prior to 1936, the record 
year was 1929 when 1,535,852 units were sold. 


In terms of sales to consumers through its dealer organization, the 
Corporation delivered in the United States 1,594,215 cars and trucks 
during the year. This compares with the record established in 1936 of 
1,720,213, or a reduction of 7.3%. The previous record year was 1929, when 
1,498,792 units were delivered to consumers. It will thus be seen that during 
1937 deliveries to consumers, while less than 1936, were greater than 1929 
and became the second highest total within the Corporation's history. 


The competitive position of the Corporation in the United States, 
based upon registrations of new cars and trucks, declined from 41.6% in 
1936 to 39.0% in 1937. The reason for this decline has already been stated. 
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It might be mentioned, however, that the performance in December 1936, 
a fair index of the competitive strength of the Corporation's 1937 products, 
would indicate that had it been possible to meet the consumer demand, the 
Corporation would have enjoyed an equal, if not a somewhat greater, par- 
ticipation in the domestic market than ever before. 


Reference was made in the annual report of 1935 to the fact that 
during that year a change had been made by the automotive industry in 
the time of the announcement of new models. Previously, new models were 
introduced early in January. Beginning in the year 1935, however, the fol- 
lowing year's models were placed in production during September and 
October and were exhibited at the annual National Automobile Show held 
in November. The objective, as is generally recognized, was an attempt 
to level the seasonal trend of retail sales and thereby attain a more level 
rate of production and greater stability of employment for the industry's 
workers. This practice was continued in 1936 and 1937. In the years 1935 
and 1936 economic conditions throughout the world were distinctly on the 
upgrade as a part of the recovery from the preceding depression. It was 
recognized by the industry that a real evaluation of the benefits resulting 
from the change in the model year could be determined only in а year 
that was more stable, so far as the trend of business was concerned. This 
was for the reason that production, beyond the establishment of adequate 
field stocks, must be maintained in harmony with retail sales. To maintain 
retail sales of new cars requires a corresponding movement of used cars. 
The introduction of a new line of cars naturally stimulates retail sales. That 
is not equally true of used cars. Therefore, the question is, can the move- 
ment of used cars be maintained to permit a reasonable production of new 
cars. During the last quarter of 1937, а sharp recession in business was 
reflected in a marked decline 1n sales, particularly as the new models came 
on the market. As a result of the unusual circumstances which have char- 
acterized the three years of experience with the program of earlier model 
introduction, it is not as yet possible to measure definitely the advantages 
of the plan. 


Overseas Operations: 


The Corporation has held an important position as an exporter of 
automotive products from its United States and Canadian plants for many 
years past. Its overseas operations have a favorable influence on its gen- 
eral economic position. During the last five years its competitive position 
in the overseas market has been influenced favorably by its manufacturing 
operations in England and Germany. 


The fact is not generally recognized that there is a marked difference 
between the engineering conception of automotive products as manu- 
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factured in the United States and' those produced in other manufacturing 
countries. This 15 because of the necessity of adapting the engineering de- 
sign to the economic standards of the market. Domestically, the demand 
is for cars of ample size with a relatively large ratio of power to weight— 
high performance characteristics. In certain overseas countries smaller cars 
with less horsepower in proportion to their size are essential because of the 
requirements of lower costs of operation and relatively lower first cost, 
especially giving weight to the higher taxation from the standpoint of both 
the right to use as well as the cost of using. Therefore, the Corporation in 
developing manufacturing plants overseas is supplementing and expanding 
its activities, rather than competing with its domestic factories. 


During the past decade the trend of the world's absorption of auto- 
motive products with relation to the countries of origin has been under- 
going an important change. There has developed an increasing tendency 
toward local manufacture on the part of the industrial and manufacturing 
countries throughout the world. Certain important markets, that in the 
earlier days of the industry provided excellent opportunities for export from 
the United States and Canada, are now practically closed to cars of such 
origin. In this connection it may be said that legislation now permits the 
lowering of tariff barriers in return for the same consideration on the part of 
other countries. This business-like approach to the problem will be helpful, 
more particularly 1n countries non-manufacturing in character. 


Anticipating the influence of the trend toward local manufacture, and 
having established effective distributing organizations for the sale of its 
products throughout all the countries of the world, about twelve years ago 
a policy was adopted of broadening the source of supply of cars and trucks 
by engaging in manufacturing operations in countries strategically located. 
This policy became effective 1n Great Britain during 1925. At that time, 
Vauxhall Motors Ltd. became a General Motors unit. Likewise, in Ger- 
many, Adam Opel А.С. became a General Motors unit in 1929. 'The asso- 
ciation of the Corporation with these properties has been dealt with in 
detail in previous annual reports. 


During the depression years, the trend toward local manufacture of 
automotive products in certain countries of the world was accelerated by 
certain by-products of the depression, such as the development of numer- 
ous restrictions against international trade, increased tariffs, quotas and 
embargoes, limitations upon available exchange, fluctuation in exchange 
rates, and governmental encouragement, through subsidy or otherwise, to 
local manufacture. Such were some of the influences prejudicing the posi- 
tion of the Corporation as an exporter from the United States and Canada. 
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The sales of cars and trucks to consumers outside of the United States 
and Canada for the twelve year period ended in 1937 are shown in the fol- 
lowing summary. It also shows what proportion of the sales in these foreign 
markets is accounted for by cars of American make: 


TOTAL SALES OF THE INDUSTRY OUTSIDE 
OF THE UNITED STATES AND CANADA 


BASED ON REGISTRATIONS OF NEW Cans AND TRUCKS 


Total Foreign American American 
Overseas Manufactured Manufactured Cars % of 
Year Sales Cars Cars Total 
1926.............. 1,027,051 534,028 492,123 47.9% 
1927 расон юс 1,060,592 578,363 482,229 45.5 
ОИСИ 1,214,503 606,252 608,251 50.1 
1929.............. 1,390,962 665,843 725,119 52.1 
19305. eee RA 1,012,963 592,661 420,302 41.5 
ОЗЕ u usss asas, 779,442 532,310 247,132 31.7 
10322 c audae dre 643,661 519,345 124,316 19.3 
1959.2; yy t EA /61,628 615,390 146,238 19.2 
1934.............. 1,036,048 761,754 214,294 26.5 
ЕРИ 1,208,285 868,175 340,110 28.1 
1936.............. 1,386,397 1,009,587 376,810 27.2 
1031.4. uk Za sss 1,479,447 1,022,920 456,527 30.9 


Theincrease in consumer sales outside of the United States and Canada 
in 1937 over 1936 was 1.3% for cars and trucks of foreign origin, and 21.2% 
for those of United States and Canadian origin. The latter, however, ac- 
counted for only 30.9% of the total overseas sales in 1937 as compared with 
a record percentage of 52.1% in 1929. The proportion reported in each of 
the last four years, however, has shown an increase over 1932 and 1933. 
Beginning with the first years of the depression, the decline in the position 
of American cars in foreign markets was due to the sharply curtailed sales 
in markets in which the American car had a dominating position, as well as 
by the development of local production in other manufacturing countries. 
As world economic conditions improved, there resulted an expansion of the 
markets in which the American car predominated, hence an increase in the 
total absorption even though the trend in foreign manufacturing countries 
continued to be against the car of United States and Canadian origin. 
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The percentage of total industry overseas sales, meaning markets 
outside of the United States and Canada, enjoyed by the Corporation for 
the year 1937, and for each of the previous eleven years, follows: 


General Motors Proportion of: 


Cars and Trucks 
All Cars and Cars and Trucks Produced in the 
Trucks Sold Produced and Sold U. S. and Canada 


Year Overseas Overseas and Sold Overseas 
1926........ 11.8% 0.2% 24.3% 
1927........ 18.5 0.2 40.4 
1928........ 23.9 0.4 47.3 
1929........ 21.0 4.1 36.4 
1930........ 16.7 5.5 32.5 
1931........ 16.5 7.1 36.9 
1932........ 12.7 7.0 36.6 
1933 s 15.9 10.7 37.7 
1934........ 20.3 13.8 58.4 
1935........ 22.9 16.3 39.7 
1936... 23.0 16.3 40.9 
1937........ 23.6 17.0 38.2 


It is clear that the policy adopted by the Corporation has resulted in 
maintaining and actually improving, both relatively and absolutely, its 
commercial position in the markets outside of the United States and 
Canada. In presenting the facts as to 1937, it must be recognized that the 
position of the Corporation was prejudiced by interruptions to production 
which reduced its ability to compete from its domestic sources. Its position 
was further prejudiced due to limitations placed upon its ability to produce 
in Germany. Due to a shortage of raw materials, the quantity of materials 
available to the automotive industry was restricted by that government. 


'The position of the Corporation overseas 1s shown below: 


General Motors Total Overseas Sales 


Number of American 
Total Number American Source Source 
Net Sales of Cars аай Cars and Trucks as % of 
Year Wholesale Trucks Sold Included in Total Total 
1930........... $155,728,304 164,112 129,029 78.6% 
1031 os sd 110,525,817 125,606 86,581 68.9 
1932........... 64,722,593 77,159 40,706 52.8 
1933) auos m ae 104,629,754 119,989 54,978 45.8 
1934........... 202,263,625 220,560 110,918 50.3 
1935155. eee 248,088,354 284,281 134,858 47.4 
1936.24 а s 282,968,035 324,758 154,194 47.5 


ТОСООР РТИ ЧЕБИ 335,679,074 363,508 179,841 49.5 
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The foregoing table displays for the eight year period ended 1937, the 
total number of cars and trucks sold through the Corporation's overseas 
marketing organizations, comprising all markets of the world outside of the 
United States and Canada. There is also shown the number of cars and 
trucks emanating from domestic sources, i.e., United States and Canada, 
together with the net wholesale value of overseas sales during the period. 


Notwithstanding handicaps of production, there was distributed over- 
seas from American sources, a larger number of units in 1937 than in 1936. 
Overseas sales in 1937, both with respect to units and net sales in value, 
from all sources, constituted a new record. 


As to Germany: 


It has been stated already that the Corporation operates in Germany 
through Adam Opel A.G. This unit produces motor cars and trucks for 
German consumption and for export from that country to other markets 
where its products are in demand. In last year's annual report, attention 
was called to the fact that the automotive industry in Germany, in the 
three year period ended 1936, experienced new records 1n total number of 
units produced. The year 1937 proved to be the fourth year of record vol- 
ume and the fifth year of increased production, but this result was accom- 
plished only because of export sales inasmuch as registrations in Germany 
during 1937, as reflecting sales to consumers, declined slightly from the 
record year of 1936. 


'The reason for the notable increase in production, which resulted in a 
new record being established in the face of the political and economic un- 
certainties that prevailed during the period, was outlined in the annual 
report for 1935, from which is quoted: 


“The increase in volume was brought about by a substantial 
reduction in the burden of taxation that had been throttling 
the development of the automotive industry in Germany by 
penalizmg the operation of the motor car and truck. As a result 
of the alteration in policy, the industry took on new life—employ- 
ment was importantly expanded not only within the automotive 
industry, but within many industries supplying materials and 
component parts. The result was a substantial net increase in 
governmental revenue on the total operation—a gain to the whole 
national economy." 
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The following summary shows the number of cars and trucks produced 
and sold in Germany from 1928 to 1937, inclusive: 


GERMANY 
NUMBER OF CARS AND TRUCKS SOLD BY THE INDUSTRY 

Total Domestic Export Export 
Year Sales Registrations Sales % of Total 
19206. eos tin ding Бушуу 147,545 139,554 7,991 5.4% 
1979.2 32 hene ee 146,066 138,282 7,784 5.3 
1930. 6 cux 101,755 96,090 5,665 5.6 
1931.............. 79,563 68,343 11,220 14.1 
1932.2 arte wy ee kas osa 58,280 48,276 10,004 17.2 
1933... m xb ipud 104,449 92,270 12,179 11.7 
1034. na Sane dee 163,366 150,329 13,037 8.0 
1939-222 22 hit ra 224,568 201,225 23,343 10.4 
1930.92: nde xh 281,174 245,058 36,116 12.8 
ТОЗ PME 312,892 244,450 68,442 21.9 


Thus we see that total unit sales of 312,892 cars and trucks in 1937 
exceeded the previous year's sales by 31,718 units, or 11.3%. This reflected 
a decrease in domestic sales of only 608 units, more than offset by an in- 
crease in export sales of 32,326 units, or 89.5%. 


Attention 15 called to the fact that the above summary of the industry's 
performance in 1937 did not truly reflect a normal trend, either with respect 
to German registrations or with respect to export sales. This is for the rea- 
son that, due to limitations placed on raw materials used in the automotive 
industry, the production for domestic consumption was prejudiced. On the 
other hand, there were no such restrictions applicable to export sales which, 
therefore, were stimulated. It is reasonable to suppose that without the 
restrictions on domestic production, there would have been a substan- 
tial increase in line with the trend of the preceding several years. 


The following summary shows the unit sales of Adam Opel A.G. for 
the last eight years: 
ADAM OPEL A. G. 


NUMBER ОЕ CARS AND TRucks SOLD 


Total Domestic Export Export 
Year Sales Sales Sales % of Total 
1930....... "PTT 26,312 24,966 1,346 5.1% 
1951.5 ы es mad 26,355 19,263 7,092 26.9 
1932.............. 20,914 14,110 6,804 32.5 
1933... 2 uma as aq 39,295 31,623 7,672 19.5 
1954... oni ves ag 71,665 63,219 8,446 11.8 
193952 hs dls Аджы 102,765 91,459 11,306 11.0 
1936772 x шде ыан 120,397 104,692 15,705 13.0 


1097722 ka ы Bic aie 128,370 95,759 32,611 25.4 
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'The trend toward nationalism, resulting in the production of an in- 
creased percentage of the motor cars and trucks within the manufacturing 
countries, has already been discussed. This trend is particularly striking 
with respect to Germany. Аз a matter of fact, during the past five years 
practically all cars sold within the country have been manufactured there 
—a natural result of the restrictions on foreign exchange. In 1937 Opel's 
position was 37.0% of the total industry, compared with 41.3% for 1936 
and with an all-time peak of 42.2% in 1935. 


As to the British Isles: 


Tt has been stated already that the Corporation operates in the British 
Isles through Vauxhall Motors Ltd. During the year 1937 the industry 
established a new record for the fifth consecutive year, as shown below: 


BRITISH ISLES 


NUMBER OF CARS AND TRUCKS SOLD BY THE INDUSTRY 


Total Domestic Export Export 
Year Sales Registrations Sales % of Total 
1920-5 ма 225,998 196,120 29,878 13.2% 
1027 icto kaa i QS 246,286 213,621 32,665 13.3 
10298 cea жеше vr жуз 246,893 218,935 27,958 11.3 
1090. зулду 276,285 242,521 33,764 12.2 
ТОЗ oS ur cR 251,066 229,818 21,248 8.5 
ТОЗ sod uu eA 226,965 210,254 16,711 1.4 
1932: уи was AE 247,414 212,717 34,697 14.0 
1995. «due taved 297,973 251,118 46,855 15.7 
IUSTI Qus eee aas 367,380 313,865 53,515 14.6 
I935.45 205 xdg wa 432,549 367,678 64,871 15.0 
1930-14 ud RENS 486,802 413,729 73,163 15.0 
T1034 orae eC 508,348 420,126 88,222 17.4 


Unit sales of 508,348 cars and trucks in 1937 exceeded the previous 
year's total of 486,892 by 21,456, or 4.4%. Domestic sales increased 6,397 
units, or 1.5%. It will be noted that the percentage of total sales exported 
reached an all-time high of 17.4%. 


The Corporation's sales of automotive products manufactured in Eng- 
land were 59,746 car and truck units in 1937. Of this total, 39,068 were 
sold domestically and 20,678, or 34.6%, were exported. The following sum- 
тагу shows total sales in units, domestic sales, as well as export sales of 
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cars and trucks produced by Vauxhall Motors Ltd. with the relationship of 
export to the total: 


VAUXHALL MOTORS LTD. 


NUMBER OF Cans AND TRUCKS SOLD 


Total Domestic Export Export 
Year Sales Sales* Sales % of Total 
19206.2222 2 teris 1,513 1,221 292 . 19.3% 
1927... кукы ia 1,606 1,044 562 35.0 
1928... ... u. Nos 2,587 1,735 852 32.9 
РР ma ER 1,387 1,229 158 11.4 
ТОЗО Lco od motas 8,030 8,713 217 2.4 
1931... дф» у res 14,836 13,266 1,570 10.6 
19932 таьна 16,329 10,020 6,309 38.6 
1033.5 9. ut vow ps cs 27,636 19,157 8,479 30.7 
ROSE o tle 40,456 26,193 14,263 35.3 
10339: ui esie dose n 48,671 33,357 15,314 31.5 
19305. ui EE Eu 50,704 36,068 14,636 28.9 
ЕРЕ РУКЕ 59,746 39,068 20,678 34.6 


*Domestic Sales іп the United Kingdom. 


Attention has been called in previous reports to the fact that the oppor- 
tunity of Vauxhall Motors Ltd. for obtaining an important position in the 
British market has been limited, as it has not competed in the lowest price 
large volume area of that market. Its competitive position, therefore, is far 
less favorable than that shown by the Corporation in the United States or 
by Adam Opel А.С. in Germany. Vauxhall's unit sales in 1937 were 9.3%, 
of the total sales of the industry in the British Isles. This, however, estab- 
lished а new record, since in 1935, the best previous year, Vauxhall obtained 
9.1% of the business. It was also stated in the review covering the year 1936 
that engineering developments were under way that would improve the 
competitive position of Vauxhall Motors Ltd. by enabling it to compete in 
a larger market. 'This program has been largely completed and it is reason- 
able to suppose that the year 1938 should record a substantial gain in the 
Corporation's competitive position in the British Isles and that, through 
evolution, Vauxhall Motors Ltd. will enjoy a position more commensurate 
with that which the Corporation has earned for itself in other markets. 
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AN OPERATING REVIEW 


General Engine, Household Appliance and Miscellaneous Operations 


'The purpose of this particular section is to present certain develop- 
ments within the year other than those involving the Corporation's car, 
truck, body and accessory operations. It is not intended to deal specifically 
with each operation in each of these other groups, but rather to report such 
facts and circumstances as are more or less unusual as distinguished from 
those routine in character and, in the case of new activities, to report their 
progress until they become established as a constructive and productive 
addition to the Corporation's activities. 


GENERAL ENGINE GROUP 


The report of 1930 dealt with the acquisition by the Corporation of the 
Winton Engine Company, now the Cleveland Diesel Engine Division. Sub- 
sequent reports have dealt with the evolution of that acquisition and par- 
ticularly with the application of the Diesel engine to transportation by rail. 


'The Corporation entered the Diesel engine field in the belief that an 
intensive concentration on the general problem of the Diesel principle as 
a primary source of power would develop such possibilities of improvement 
in engineering as to permit the widening of its scope of application to a 
degree not then possible. There have been evolved over the intervening 
years ways and means to that end. Hence, an important expansion of the 
Corporation's activities has become possible and a real contribution is be- 
ing made in providing a primary source of power in relatively smaller units 
than previously available and at a cost never before equalled. Thus the 
objective that led to the original entry of the Corporation in this field has 
been well achieved. 


Electro-Motive Corporation: 


The advanced Diesel engine of General Motors design was first applied, 
in a commercial way, to transportation by rail through the development of 
a Diesel locomotive. Following the initial experiment, a plant was erected 
at LaGrange, Illinois, for the manufacture of locomotives of this type. 
During the year under review, additional manufacturing units were added 
with the purpose of eventually making the operation a complete and self- 
contained unit for the complete manufacture of Diesel locomotives. Loco- 
motive engine building, as previously conducted by Winton Engine at 
Cleveland, will be carried on hereafter at LaGrange. 
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Out of this evolution has come an important contribution to transpor- 
tation by rail. Operating schedules have been speeded up and costs of opera- 
tion reduced. As broader experience in the engineering and commercial 
results demonstrates the need for the wider utilization of these accomplish- 
ments, there is sure to result an important opportunity for the Corporation 
in the field of transportation by rail. 


Detroit Diesel Engine Division: 


To promote the application of the new type of Diesel engine in the 
general field of power development, a new plant especially designed for that 
purpose was constructed in Detroit during the year. This Division will 
produce Diesel engines of relatively small size. Such engines will find a large 
market for stationary, marine, commercial truck and bus use, as well as for 
general power purposes, either as direct power units or in the development 
of electrical energy. 

It is stated, to avoid any misunderstanding, that for many different 
reasons the Diesel engine does not appear at the moment to be practical, 
commercially speaking, as applied to the lighter type of vehicle used either 
for transportation of passengers or merchandise. Its fields and its oppor- 
tunity to contribute to a better order of things are those of the larger 
capacity trucks and buses, especially those engaged in regular transporta- 
tion service. 


Cleveland Diesel Engine Division: 


The original Winton Engine Company has been reorganized as the 
Cleveland Diesel Engine Division. It will continue the manufacture of Diesel 
engines of General Motors design at the original plant in Cleveland, special- 
izing more particularly in the adaptation of that design to marine purposes. 


HOUSEHOLD APPLIANCE GROUP 


Comment has been made in various reports from time to time as to 
the broadening of the Corporation's activities in the field of electric refrig- 
eration and air conditioning, and in other ways. During the year, the Cor- 
poration broadened its position in this field by adding a line of electric 
ranges and other household accessories and equipment. The objective was 
not primarily that of expansion but rather that of protecting, from the 
commercial standpoint, the already existing lines by the development of a 
complete General Motors line of electric household utility devices. 


Frigidaire Division: 
Specific mention is made of the activities of this Division during the 
year because of the fact that it established a new all-time record of sales of 


electric refrigerators as measured in units. Notwithstanding the decline in 
the value per unit over the years, sales in value were about equal to those of 
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the previous record. This Division during the year also undertook the 
engineering development of and placed in production the additional house- 
hold utility devices already referred to. 

Delco-Frigidaire Conditioning Division: 

This Division was established in the year 1935—the purpose being to 
offer through one sales outlet a complete line of products for air condition- 
ing in all its phases: automatic heating, automatic cooling, circulating, 
humidifying and purification of the air. Its products are sufficiently flexible 
so that users may be supplied with units offering all of these functions of 
air conditioning together, or summer and winter air conditioning sepa- 
rately. As the air conditioning industry develops—and it is developing very 
rapidly—this Division may be counted upon to maintain an important 
place. Progress was satisfactory during the year under review. 


Delco Appliance Division: 


The 1936 annual report outlined the purpose of this operation and 
the character of its products. It manufactures automatic heating and air 
conditioning units. These products are co-ordinated with products manu- 
factured by the Frigidaire Division, and the line so co-ordinated is dis- 
tributed through the Delco-Frigidaire Conditioning Division. In addition, 
the Division manufactures Delco-Light electric light and power plants for 
farm and individual home use, as well as for application in commercial 
establishments, such as theaters, filling stations, etc. A complete line of such 
electrical generating plants, ranging in output from 150 watts to 6,000 
watts, is offered. There is also included among its products Delco electric 
water pumps and instruments for farm and home independent water supply. 
It also manufactures fractional horsepower electric motors, electric voltage 
transformers for radio sets, vacuum cleaners, electric fans and speedometers. 


MISCELLANEOUS OPERATIONS 


Delco Radio Division: 


The review of the year 1936 mentioned the fact that during that year 
the Corporation had purchased a plant at Kokomo, Indiana, formerly 
operated by the Crosley Radio Corporation. Аз a result, a new operating 
division was added to the Corporation's group and became known as the 
Delco Radio Division. The purpose was to provide manufacturing facilities 
for the production of motor car radios for installation as initial equipment 
in General Motors cars. In addition to this, it was contemplated that this 
new Division would sell radio equipment to General Motors dealers through 
the already established channels of distribution. It was also stated that the 
Corporation would continue to purchase part of its original requirements 
from outside sources. 
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During 1937 this relatively new Division made important progress. The 
objectives outlined have been well covered. This is perhaps best indicated 
by the fact that a 30% expansion of facilities was undertaken during the 
year for the purpose of bringing capacity more in line with production 
requirements. 


Motors Holding Division: 


In the year 1929 there was organized the General Motors Holding 
Corporation, now a Division, which was duly reported to the stockholders 
in the annual report of 1930. The objective of this activity was to promote 
greater effectiveness of the Corporation's dealer organizations by an or- 
ganized plan to make investments in approved dealerships, having the 
purpose of: (a) providing supplemental financial support where justified ; 
and (b) providing financial assistance to individuals of ambition, ability 
and potentiality, whose restricted financial resources did not permit them 
to qualify for a General Motors dealership. The policy of the Corporation 
is to limit its normal functions to that of a producer and wholesale dis- 
tributor of its manufactured products. It is of the belief that the distribu- 
tion of its products at retail can best be effected by independent dealers 
operating on their own resources. Such a relationship, supported by con- 
structive and aggressive policies, based upon equity and cooperation, is 
believed to be the most desirable approach to this particular problem of 
retailing. 


The relationship between the General Motors dealers within the 
Motors Holding Division and the Corporation from the operating stand- 
point is no different from that of any other dealer within the General 
Motors groups. From the financial standpoint the plan provides that, after 
15% on the capital employed is deducted from the profits and distributed 
to the dealer and the Corporation in proportion to their stockholding inter- 
ests, 50% of the balance is paid to the dealer as a bonus in addition to a 
reasonable salary for operating the business. А substantial part of the 
bonus and all dividends received from the business must be used for retiring 
the interest of the Corporation in the dealership on the basis of the book 
value of its holdings to the end that, as the business prospers and earnings 
accrue, the Corporation's share will be retired automatically and, when 
completely eliminated, the dealer becomes the sole owner of the business. 


Thus it will be seen that the Motors Holding plan really consists of a 
revolving fund. No permanent investment in any dealership is contem- 
plated or desired. The use of the Corporation's resources, in this helpful way, 
to provide an opportunity for capable and ambitious individuals to set 
themselves up in business and thus to reap the reward of their own en- 
deavors, is certainly a forward looking policy. 
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GENERAL MOTORS ACCEPTANCE CORPORATION 


Due to the important place that this activity takes in the Corporation’s 
scheme of things, 1t has been customary to deal in each report with its year- 
ly progress. For many different reasons it is desirable at this time to outline 
at some length the fundamental conception which actuated the Corpora- 
tion many years ago to organize a financing unit—General Motors Ac- 
ceptance Corporation—and the policy that has determined its course of 
action down through the years. 


It has been stated repeatedly, and is stated again in this report, that 
the fundamental conception which underlies the Corporation's policy is 
always to better capitalize 1ts resources to the end that 1t may distribute 
to the markets of the world a constantly increasing flow of useful products 
at continually lowering prices. The last is the complement of the former. 
This statement is made as a declaration of prime policy to make the point 
that the Corporation should be concerned, and is concerned, with the price 
that the consumer pays for its products. Therefore, it is necessarily inter- 
ested in every step taken from the original conception of the product itself 
through to its final and complete ownership by the consumer. 


It follows from the above that the Corporation must be concerned 
with the cost to the consumer of financing products bought on time. It 
was recognized that the sale of merchandise to the consumer to be paid 
for out of income was both logical and desirable, as well as a perfectly 
sound economic procedure, providing it was conducted on a proper basis. 
That is what led to the organization of General Motors Acceptance Cor- 
poration in 1919. | 


The practice of General Motors Acceptance Corporation has been con- 
sistent with the policy of General Motors Corporation itself. It has con- 
tinually maintained a service believed equalled by none and at an over-all 
price to the consumer equalled by none on а national basis. This service 
has been made available in the small community as well as in the large com- 
munity and on equal terms to all. It has been maintained in good times and 
in bad times. In the establishment of all its policies, the interest of the con- 
sumer has been primary because its responsibility is broader than that of a 
financial operation. It has a continuing responsibility to its clientele because 
of the fact that, as a unit of General Motors Corporation, it is concerned in 
the enhancement and perpetuation of the Corporation's business through 
the maintenance and development of good will toward its products. In har- 
mony with that objective, during the period of the depression it adopted 
every proper means of adjusting its contracts to the changed circumstances 
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in which many of its clients found themselves. A refinancing plan was 
developed by General Motors Acceptance Corporation to the end that 
every purchaser was given every opportunity to complete his purchase in 
order to avoid repossessions and to permit him to preserve his equity. 


General Motors Corporation, in line with its prime objective of the low- 
est possible cost to the consumer and the protection of the consumer's 
equity, therefore offers a service through General Motors Acceptance Cor- 
poration which in every sense of the word meets that objective. On the other 
hand, although it recommends this service in the interest of the consumer, 
its policy is not to insist upon its use. As a matter of fact General Motors 
would be well within its rights to require its dealers to use its financial ser- 
vice where it is necessary to protect the consumer against overcharge. And 
it would be amply justified in doing so on the basis of protecting the equit- 
able rights of the consumer. It does not do so, however, because it does 
not believe this to be either a sound or desirable policy. Therefore, it is 
entirely within the option of those who favor it with their business—and 
this applies to both the dealer and the consumer—as to whether they use 
the service of General Motors Acceptance Corporation or that of others. 
However, charges to consumers in excess of an equitable minimum are not 
consistent with the policy of the Corporation in providing services to the 
end that the public may be adequately served by its dealers, at the lowest 
sound price. 


It would not be fair to the policy in which the Corporation so strongly 
believes, did it not record its great concern with the fact that too many of 
its customers prejudice their own position in not using this service which is 
offered and maintained for their benefit and protection. The objective of the 
General Motors Acceptance Corporation must necessarily differ from that 
of other financial agencies. The latter are more concerned with the in- 
dividual transaction. They can have no further responsibility because they 
are in business for profit independent of the continuing interests of the cus- 
tomers whose purchases they finance or of the manufacturer whose products 
are sold. Unfortunately, there exist today too many bad financial practices 
which, to say the least, are not in the interest of the consumer and should 
be eliminated. 


In harmony with the objectives of the Corporation, through its financial 
unit there was offered during the year 1935 a new time finance plan known 
as the “6% Time Payment Plan." This was outlined in the annual report 
of that year. This plan was evolved out of the belief that there was needed 
a simple formula whereby any prospective purchaser, knowing the amount 
of balance due, could ascertain without difficulty what a reasonable finance 
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charge should be. Stockholders were informed in detail as to this plan in a 
special message bearing the date of December 12, 1935. 


During the year 1936 the Federal Trade Commission issued a com- 
plaint against General Motors Acceptance Corporation alleging false and 
misleading representations. This was based upon the contention that the 
6% was misrepresented as meaning 6% simple interest per annum instead 
of being used as a multiplier at the rate of one-half of one per cent per 
month. Consumer financing is entirely different from that of an ordinary 
banking operation. The contention of the Commission was advanced not- 
withstanding the fact that the advertising and literature distinctly set forth 
the fact that the 605 was a multiplying factor and not an indication of the 
rate of interest charged. 


Here is an interesting illustration of a conscientious effort made to 
protect the public by clarifying an important charge in the purchase of its 
motor cars—one of the largest transactions in which the average consumer 
indulges. It is no exaggeration to say that millions of dollars are paid an- 
nually in unnecessary financing charges. It was found extremely difficult 
to develop a formula so simple and so easily remembered that anybody 
and everybody could, in their own interest, ascertain what the charges 
ought to be. There is believed to be no reasonable justification that there 
was misrepresentation. The matter is still in litigation. 
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PRICES FROM AN ECONOMIC STANDPOINT 


In view of the economic importance of “price” as a policy in the man- 
agement of industry, a general statement as to the Corporation's position 
might be desirable at this time. 


То attain the best economic result, by which 1s meant the highest sus- 
tained productivity with a reasonable and consistent return on the capital 
employed in the business, it is of the greatest importance that there should 
be maintained at all times an economic balance between wages, prices and 
profits, as well as a sound allocation of the latter between dividends paid to 
stockholders and earnings retained for the purpose of maintaining and in- 
creasing the productivity and efficiency of the business. The problem so 
described is as difficult as it is important. Also it is generally little con- 
sidered and appreciated. The policy of the Corporation over the years has 
been at all times—and this is true of the automotive industry as a whole— 
to establish such selling prices as might be expected to produce the great- 
est volume, giving consideration to a reasonable return on the capital em- 
ployed in the business by the stockholders. The Corporation, therefore, 
has consistently followed the policy of capitalizing to the utmost and ac- 
celerating whenever possible technological progress to the end that it has 
been able over the years to pay increasingly higher wages to its workers 
and at the same time to reduce costs, thus favorably affecting selling prices 
and stimulating demand. 


Down through the years the automotive industry has continually of- 
fered more for the dollar. This has not been at the expense of the worker 
either from the standpoint of the wage rate or hours of employment. On 
the contrary, its wage rates have been increasing steadily, both absolutely 
and relative to other industries, giving consideration to the effect of the 
business cycle. After importantly increasing the wage rate, following the 
adjustments incident to the depression, by substantial increases effective 
during the years 1934, 1935 and 1936, the trend was continued into 1937, 
due to special circumstances existing at that time. The result was that tech- 
nological progress, i.e., better methods and improved operating technique, 
could not be advanced rapidly enough to offset through cost reduction the 
higher wage rates of both the Corporation and its suppliers. Costs in- 
creased about 13% during 1937, while selling prices were raised only 
about 9%. 


This rapid and continuous increase in the wage rates in the automotive 
industry and in General Motors raises a point of great importance. While, as 
before stated, the Corporation believes in high wages and proposes to do 
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everything possible to maintain a forward position in that respect, it is 
not possible to permit the differential between the automotive wage and 
that of industry in general to increase indefinitely. The point must be 
reached, and it has already been reached, when, in the interest of the 
national economy as well as of labor employed in the industry itself, further 
possible technological advance can be better capitalized to the benefit of 
all the people in the form of lower selling prices as against a further increase 
in the hourly wage rate, thus bringing the industry's products within the 
range of a greater number, promoting more employment and adding to the 
creation of national wealth. 
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PRODUCT EVOLUTION 


As is generally recognized, it is the practice of the automotive industry 
each year to redesign its products to a greater or lesser degree, depending 
upon such special circumstances as may exist. And although this principle 
applies specifically to the automotive products, it has an important in- 
fluence on the Corporation's whole scheme. Its various engineering staffs 
strive to inject into each new series of products such advances as have been 
made through more intensive engineering and research, as well as features 
which promote comfort and convenience and add to greater appeal from the 
standpoint of appearance. In this process are involved the considerations of 
safety, economy of operation and maintenance, as well as of first cost. 
Economically speaking, this policy is both sound and desirable. It superim- 
poses on the normal rate of depreciation the influence of a more rapid ob- 
solescence. There is stimulated the desire to possess the new and more 
advanced products. This desire expresses itself in reducing the time during 
which the original purchaser operates any one car, and hence it accelerates 
the flow of relatively up-to-date cars into the used car market. Motor car 
transportation becomes available, therefore, at values that otherwise would 
be impossible, and hence comes within the reach of and benefits a greatly 
enlarged section of the community. Such a policy involves heavy expendi- 
tures by the producer, from the standpoint of both the necessary engineer- 
ing expense and the cost of changes in manufacturing facilities related 
thereto. It would be prohibitive, as a matter of fact, because of this expense 
and its influence on selling prices, were it not for the large scale on which 
operations are conducted. Апа there also results from the policy a more 
rapid turnover of capital goods. By this is meant that the rapid evolution of 
design necessitates a more rapid turnover of productive equipment. Ob- 
solescence is accelerated thereby with resulting benefit to costs, because 
advancing technology is always producing more efficient instruments of 
production. 


The policy of the Corporation is to maintain as broad a coverage as is 
practicable in the various fields in which it is engaged, giving consideration, 
of course, to the market possibilities for such products. The scope of its 
activities has broadened continually over the years, not so much as the re- 
sult of a definite policy, but rather from the fact that through the evolution 
of its primary products in an engineering way there frequently arise oppor- 
tunities to engage in the manufacture of additional components. This results 
in expanding the possibilities of profits and at the same time provides a 
more reliable, more efficient and more aggressive source of supply than is 
usually available in the outside market. Equally important 15 the fact that 
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out of the Corporation's research and engineering activities there frequently 
arise opportunities for profitable expansion in the manufacture of new 
technical developments, more or less independent of the Corporation's 
scheme of things, but generally allied thereto in technical characteristics. 
Further, ways and means are frequently evolved whereby the exploitation 
of already existing products may be accelerated and markets expanded 
through the application of advanced engineering and research. 


The yearly investment in special tools, dies, etc., applicable to any 
series of products, is of substantial amount. The Corporation's policy, in 
. so far as possible, is not at any time to re-engineer completely any particu- 
lar line, but rather through a process of evolution from year to year to 
maintain a progressive and well balanced program. The cost of carrying 
out such a policy, as applicable to any one series of products, involves 
expenditures of from $25,000,000 to $35,000,000 per year. This must be 
absorbed as cost and hence reflected in the selling prices of the products 
directly involved. Superimposed on this are additional expenditures in- 
volving essential changes in productive equipment. The latter, however, 
usually are applicable to several series of products. 


As a result of this policy down through the years, the Corporation has 
engineered many important improvements which have added to the value 
of its products, both specifically and competitively. Many of these are orig- 
inal with the Corporation. Others represent adaptations of more or less 
standard practice which, through a more advanced technique, are made 
applicable through a reduction in cost and selling price to a broadened mar- 
ket. Reports covering previous years have dealt with such specific items as 
have been developed. The turret top, knee-action suspension and no draft 
ventilation illustrate the point involved as applied to the motor car group 
during recent years. Electric refrigerators, electric ranges, Diesel engines 
and automobile radios illustrate the point as applied to other groups of 
operations. To this might be added, however, that perhaps the most im- 
portant all-round contribution to the advancement of the general position 
of the Corporation's products comes through the less spectacular process 
of gradual improvement of all the component parts through research and 
engineering, resulting in a continually better relationship between value 
and cost. 


During the year under review there was evolved the product program 
for 1938. As applied to this particular year there were no spectacular or radi- 
cal improvements in either engineering technique or from the standpoint 
of eye appeal. It was a year of evolution and refinement of detail rather 
than revolution from the standpoint of either engineering or appearance. 
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` А DIFFERENT PLAN OF MANAGEMENT 


At the organization meeting of the Board of Directors on May 3, 1937, 
following the annual meeting of the stockholders held on April 27, 1937, 
there was recommended by the then President a somewhat different plan of 
management involving the general direction of the Corporation's affairs. 
This was reported in detail to the stockholders in a special message dated 
May 17, 1937. It should, however, be dealt with in this report of the year's 
activities on account of its importance and as a matter of record. 


Management,suhen dealing with a business organization of large pro- 
portions, may be divided into two general functions:—administration and 
the formation of policies. By "administration" i is meant the daily eonduct 
of the Corporation's affairs. By “formation of policies” is meant both the 
establishment С of the broad princi les by which admini inistration is to be 
guided, and the determination of the fundamental concepts ‹ of the’ busi- 


ness. The prime О and markets; fe атан the scope of its operations, both 
as to products ar and markets; t tk е desirability | of expansion, horizontally or 


1 the question of dis tween the а 
in Senis end ie ы. iness—all are sa а 
involving “formation of poticies" and illustrate the principle involved. 

There can be no sharp demarcation between administration and policy 
as such, but as the business becomes larger the division becomes more im- 
portant, and in a business of the magnitude conducted by General Motors 
Corporation, the “formation of policies” as distinguished from the '*admin- 
istration of policies" involves really two separate functions of management, 
from the broad executive standpoint. Evaluating the problems of industry 
in terms of its future progress and stability, the function of the “formation 
of policy” is of great consequence and is believed to be of increasing conse- 
quence in the rapidly changing world of today. Problems of administration 
in à highly technical business, such as that conducted by the Corporation, 
with rapid turnover of products, are so engrossing in character that it is 
impossible due to the limitation of time for any executive to give proper 
consideration to both functions to the degree that each demands. To 
attempt to do so is to give adequate consideration to neither. 


In harmony with this belief, three years ago the functions of ‘“‘ad- 
ministration” and “formation of policy" were separately established in the 
Corporation's organization scheme. What were known as ‘‘Policy Groups" 
were set up to deal with “policy formation" in each of the important func- 
tional activities of the Corporation, such as distribution, engineering, etc. 
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The purpose of these groups was to promote a better operating technique 
in the functional activity with which each was to deal, and out of such 
better operating technique were evolved forward operating policies to 
govern administration. The fact cannot be denied that as a result of this 
plan, progress was importantly stimulated. Having successfully established 
the principle of this scheme of management, it was approved in definite 
form by the Board of Directors at its May 1937 meeting. 


The Finance Committee, which previously had been responsible for 
the general financial operations of the Corporation, was eliminated. The 
Executive Committee, which had dealt with the operating phases of the 
business, was likewise eliminated. There was substituted for the Executive 
Committee, an Administration Committee. All operating responsibilities, 
except those of a strictly financial and legal character, were transferred 
to the jurisdiction of the Administration Committee. That is the group 
that now manages the business routine. А Policy Committee was formed to 
which was charged the responsibility of stimulating and finalizing ‘‘policy 
formation.” 


Asa part of the plan, the Executive Vice-President was made President 
of the Corporation, in charge of administration from the executive stand- 
point. The then President of the Corporation became Chairman of the 
Board. The responsibilities of the chief executive officer of the Cor- 
-poration were transferred from the President to the Chairman. Policy 
Groups were established dealing with the Corporation’s more important 
functional activities comprising those executives best fitted, through posi- 
tion and experience, to deal with each particular function. “Policy forma- 
tion” is a joint responsibility of the Administration Committee in collabora- 
tion with the Policy Committee. This is for the reason that there must be a 
close co-ordination between “administration” and “policy formation." 


It has been demonstrated that this new plan of management offers the 
opportunity, if intelligently and aggressively capitalized, of accelerating 
the progress of the Corporation through a greater recognition of the im- 
portance of "policy formation” as distinguished from “administration,” 
by means of a definite scheme of organization, which contemplates more 
concentrated executive attention on the more fundamental problems upon 
which the progress and the stability of the Corporation importantly depend. 
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PLANT DEVELOPMENT 


In the annual report of 1936 it was stated that an important program 
involving reorganization, readjustment and expansion of the Corporation’s 
manufacturing facilities had been completed during that year and the pre- 
vious year, involving expenditures in excess of $50,000,000. At the time of 
writing that report—and it was so stated—it had not been definitely deter- 
mined that any broad development, other than that involved in the yearly 
change of models, would be made. It was pointed out, however, that in a 
business of the magnitude conducted by the Corporation, especially due to 
the nature of its products, readjustments and additions to plant and equip- 
ment must, of necessity, be a more or less continuous process. 


In the early part of the year 1937 a survey was made of the Corpora- 
tion's operating facilities, in relation to the probable demand for its prod- 
ucts, to determine what the policy should be with regard to further expan- 
sion of its production facilities. In making this survey, consideration neces- 
sarily was given to certain important factors as affecting capacity: (a) there 
was a trend toward a reduced number of hours in the basic work week; (b) 
there was a probability of a lowered operating efficiency—true as to 1937; 
and (c) there was a likelihood of more or less interruption of production 
due to labor difficulties—likewise true as to 1937. 


From the broad operating standpoint it was recognized that certain 
of the Corporation's important units, particularly the Chevrolet Motor 
Division, had been unable due to lack of capacity to meet the demand 
for its products during any of the three previous years. That, it is appre- 
ciated, 1s a highly undesirable state of affairs. To place a definite ceiling on 
the activities of any business because of lack of ability to have the necessary 
merchandise in the right place at the right time, does not promote progress 
—quite the contrary. Other operations had been prejudiced for the same 
cause but not to the same degree. Due to the general expansion of the Cor- 
poration's business, specific factors that frequently curtail production had 
been largely eliminated with the result that no fundamental increase of 
capacity appeared possible without an expansion on a broad front. New 
products within the General Engine Group and the Household Appliance 
Group had placed these operations in a position where expansion was essen- 
tial to exploit properly those products. 


An important consideration in any proposed industrial expansion 
program is that of the general economic outlook. And as affecting the Cor- 
poration that involves the general trend, both at home and overseas, both 
of which importantly affect the Corporation's ability to sell, and therefore, 
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its ability to produce. Notwithstanding the fact that the management had 
very definite reservations as to the soundness of the existing national 
economic policies, as affecting the markets within the United States in 
which the major part of its activities are conducted, it was of the opinion 
that the forces of recovery which had been in the ascendancy and had 
controlled the national economy since the depth of the depression in 1932, 
would continue well through 1938, and that it was important, in order to 
maintain the Corporation's competitive position, to provide additional fa- 
cilities to protect that objective. On that belief, an expansion along a broad 
front was undertaken, involving the great majority of the Corporation's 
manufacturing units, both at home and overseas. There was authorized for 
this program an expenditure for added capacity, as distinguished from ex- 
penditures involved in design revision and capital goods needs incident to 
same, of $61,725,000, of which $44,150,000 was expended during the year. 


The most important single project was the erection in Tonawanda, 
New York, of a new engine and axle plant for the Chevrolet Motor Division. 
Next in importance, as measured by the amount of investment involved, 
were a new plant in Trenton, New Jersey, being erected by the Fisher Body 
Division for the manufacture of hardware and other products essential in 
the production of bodies, and a new plant in Rochester, New York, being 
erected by the Delco Appliance Division to manufacture accessories and 
parts. The expansion of the Electro-Motive Corporation and the new Diesel 
engine unit in Detroit, within the General Engine Group, were other im- 
portant items involved in the program. 


An important question of policy was involved in the execution of such 
a program of expansion of the Corporation's manufacturing facilities and 
should be mentioned. This policy was outlined in the annual report of 1935. 
It can perhaps be best expressed by reference to what was stated in that 
report on the subject, the salient points of which follow: 

©“. . the soundest policy, both economically and socially, is to 

distribute the productivity of industry among as many different 

communities as is practically possible, but always providing that 

the fundamental objective toward which industry should move, 

the lowest possible cost of goods and services, 1s not penalized 

thereby." | 


Such a policy is predicated upon the belief that the concentration of produc- 
tion in the great urban centers of population must necessarily lead to a 
higher cost of living as well as less desirable living conditions, socially 
speaking. The Corporation believes that on every count its policy should be 
to operate in the smaller communities and in as many such communities 
as is economically sound and desirable. And in harmony with this policy 
it will be conducting in 1938 manufacturing operations in ten additional 
communities, as compared with the year 1934. 
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c MOTORS products are truly 
native sons to all America. The 
materials from which they are fash- 
ioned come from every state. The plants 
in which they are manufactured are 
distributed from coast to coast. The 
dealers who sell them are located in 
every sizable community. Thus the 
process of manufacturing and selling 


General Motors products comprises a 
cycle, starting with many local com- 
munities and returning there. The 
following table illustrates this cycle by 
listing materials used in automobile 
manufacture, the location of plants, 
and the number of General Motors 
automobile and Frigidaire dealers in 
each state. 


ALABAMA 


RAW. MATERIALS — coal, cotton, 
iron, limestone 
DEALERS 298 


ARIZONA 


RAW MATERIALS~—asbestos, cop- 
per, mohair, silver, soda (for 
glass), cotton 

DEALERS 122 


ARKANSAS 


RAW MATERIALS — bauxite, cot- 
ton, lumber 
DEALERS 201 


CALIFORNIA 


RAW MATERIALS—chromium, pe- 
troleum, clay, sand (for glass), 
soda (for glass) , tungsten, borax 
DEALERS 1,180 

Ж PLANT cities — Los Angeles 
(South Gate), Oakland 


COLORADO 


RAW MATERIALS—copper, molyb- 
denum, silver, tungsten, hides, 
wool 

DEALERS 319 


CONNECTICUT . 
RAW MATERIALS — mica, metal 
products 


DEALERS 244 
Ж PLANT cities — Bristol, Meri- 
den 


DELAWARE 
MATERIALS — paints, lacquers 
DEALERS 61 


DISTRICT OF COLUMBIA 
DEALERS 52 


FLORIDA 


RAW MATERIALS—turpentine, cot- 
ton 
DEALERS 321 


GEORGIA 
RAW MATERIALS—asbestos, clay, 
cotton, mica, turpentine, lum- 
ber, manganese 
DEALERS 428 
Ж PLANT CITY—-Atlanta 


IDAHO 


RAW MATERIALs—cadmiunt, lead, 
silver, zinc, lumber 
DEALERS 161 


ILLINOIS 


RAW MATERIALS—coal, corn, hogs 
(upholstery), sand (for glass), 
wheat straw (strawboards and 
panels) 

DEALERS 1,581 

Ж PLANT cirY—La Grange 


INDIANA 


RAW MATERIALS — coal, petro- 
leum, corn, hogs (upholstery), 
wheat straw (strawboards and 
panels) 

DEALERS 864 

Ж PLANT cITIES—ÀAnderson, In- 
dianapolis, Kokomo, Muncie 


IOWA 


RAW MATERIALS — coal, corn, 
hogs (upholstery), wheat straw 
(strawboards and panels) 
DEALERS 1,073 


KANSAS 
RAW MATERIALS—corn, hogs (up- 
holstery), salt, wool, zinc, wheat 
straw (strawboards and panels), 
petroleum 
DEALERS 710 


KENTUCKY 


RAW MATERIALS—asphalt, coal, 
cotton 
DEALERS 479 


LOUISIANA 


RAW MATERIALS—car bon, petrole- 
um, cotton, sulphur, sugar cane 
DEALERS 255 


MAINE 


RAW MATERIALS—woodpulp, lum- 
ber 
DEALERS 204 


MARYLAND 


RAW MATERIAL-—coal 
DEALERS— 234 
Ж PLANT ciTY— Baltimore 


MASSACHUSETTS 


MATERIAL —fextiles 
DEALERS 870 


MICHIGAN 


RAW MATERIALS — copper, iron, 
salt, lumber 

DEALERS 1,089 

Ж PLANT cirIES— Bay City, De- 
troit, Flint, Grand Rapids, 
Ionia, Lansing, Pontiac, Saginaw 


MINNESOTA 


RAW MATERIALS—-flaxseed (lin- 
seed oil), iron, lumber, wheat 
straw (strawboards and panels) 
DEALERS 1,022 


MISSISSIPPI 


RAW MATERIAL-——cotton 
DEALERS 277 


MISSOURI 


RAW MATERIALS—cad mium, clay, 
corn, mohair, hogs (upholstery), 
lead, limestone, wheat straw 
(strawboards and panels) 
DEALERS 813 

Ж PLANT CITIES — Kansas City, 
St. Louis 


MONTANA 


RAW MATERIALS—copper, hides, 
flaxseed (linseed oil), manga- 
nese, silver, tungsten, wool, zinc, 
lumber 

DEALERS 212 


NEBRASKA 


RAW MATERIALS—clay, flaxseed 
(linseed oil), wool, wheat straw 
(strawboards and panels) 
DEALERS 640 


NEVADA 


RAW MATERIALS—copper, silver, 
soda (for glass), tungsten 
)EALERS 59 


NEW HAMPSHIRE 


RAW MATERIALS — mica, wood- 
ul p 
)EALERS 164 


NEW JERSEY 


AW MATERIALS—clay, zinc 
)EALERS 569 

k PLANT CITIES — Bloomfield, 
‘lark Township, Harrison, Lin- 
len, Trenton 


NEW MEXICO 
AW MATERIALS—copper, mohair, 
иса, molybdenum, zinc 
EALERS 129 


NEW YORK 


RAW MATERIALS—aluminum, salt, 
sand (for glass) 

DEALERS 1,659 

Ж PLANT cITIES—Buffalo, Lock- 
port, Rochester, Syracuse, Tarry- 
town, Tonawanda 


NORTH CAROLINA 


RAW MATERIALS — aluminum, 
mica, turpentine, cotton 
DEALERS 471 


NORTH DAKOTA 


RAW MATERIALS— flaxseed (Пп- 
seed oil), wheat straw (straw- 
boards and panels) 

DEALERS 293 


OHIO 


RAW MATERIALS — petroleum, 
clay, coal, corn, hogs (uphol- 
stery), limestone, salt, sand (for 
glass), wheat straw (straw- 
boards and panels) 

DEALERS 1,395 

Ж PLANT CITIES—Cleveland, Day- 
ton, Norwood, Toledo, Warren 


OKLAHOMA 


RAW MATERIALS — asphalt, ре- 
troleum, corn, cotton, hogs (up- 
holstery), lead, wheat straw 
(strawboards and panels), zinc, 
hides 

DEALERS 651 


OREGON 


RAW MATERIALS—mohair, wheat 
straw (strawboards and panels), 
lumber 

DEALERS 260 


PENNSYLVANIA 


RAW MATERIALS — petroleum, 
clay, coal, iron, limestone 
DEALERS 1,509 


RHODE ISLAND 


MATERIAL—textiles 
DEALERS 87 


SOUTH CAROLINA 


RAW MATERIAL—-cotton 
DEALERS 255 


SOUTH DAKOTA 


RAW MATERIALS — mica, wheat 
straw (strawboards and panels) 
DEALERS 34] 


TENNESSEE 


RAW MATERIALS — aluminum, 
coal, limestone, nitrates, lumber, 
zinc, cotton 

DEALERS 332 

Ж PLANT city—Memphis 


TEXAS 


RAW MATERIALS — asphalt, car- 
bon, petroleum, cotton, hides, 
mohair, sulphur, wool 

DEALERS 1,390 


UTAH 
RAW MATERIALS — asphalt, cop- 
per, lead, silver, zinc 
DEALERS 124 


VERMONT 


RAW MATERIAL—asbestos 
DEALERS 123 


VIRGINIA 


RAW MATERIAL—zinc 
DEALERS 464 


WASHINGTON 


RAW MATERIALS — wheat straw 
(strawboards and panels), lum- 
ber 

DEALERS 419 

Ж PLANT CITY— Seattle 


WEST VIRGINIA 


RAW MATERIALS—coal, limestone 
DEALERS 268 


WISCONSIN 


RAW MATERIALS — iron, wheat 
straw (strawboards and panels) 
DEALERS 1,023 

Ж PLANT cITY— Janesville 


WYOMING 
RAW MATERIALS — hides, soda 
(for glass) 
DEALERS 114 


Raw materials shown are those used in the manufacture of 
automobiles and allied products and do not necessarily 
represent the most important raw materials of the state. 
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FOR THE YEAR ENDED DECEMBER 31, 1937 


COST OF GOVERNMENT 


In the annual report of 1935 there was included for the first time a 
section on the ‘‘Cost of Government." This section was added because it 
was recognized that the continual increase in the cost of Government must, 
of necessity, more and more adversely affect costs and selling prices. And, 
likewise, this will reduce the ability of the consumer to purchase, both from 
the standpoint of higher selling prices as well as from the standpoint of 
the reduced income with which to buy. 


The importance of a proper balance between the component parts of 
industry has been discussed elsewhere in this report. Taxes levied on business 
by Government are also involved. The more Government takes, the less 
other component parts can receive, all other things being equal. The 
alarming increase in the expense of Government, with its economic influence 
on industry and on the individual, is beginning to penetrate the conscious- 
ness of the people at large. It is an encouraging sign that this is so. 


It is manifestly impossible to determine the effect of the cost of Govern- 
ment as it may influence the purchasing prices of the broad range of goods 
and services which the Corporation requires in its extensive operations. On 
the other hand, it is possible to determine definitely the cost of Government 
as measured by the direct cost of taxes levied with respect to the Cor- 
poration's own operations. For the purpose of reflecting the cost of Govern- 
ment as measured by taxes definitely ascertainable in respect to the Cor- 
poration's operations, there is presented herein data based upon all income 
taxes and property taxes paid directly by the Corporation and also excise 
taxes paid on products sold by the Corporation. It must be recognized that 
from the consumer standpoint, even as applied to the Corporation's pro- 
ducts, there are additional taxes, such as sales and other taxes, that im- 
portantly reflect the cost of Government, but these are not included in 
this analysis. 


The following indicates the effect of taxes which are definitely ascer- 
tainable on the bases of various standpoints of comparison: 


(a) Ascertainable Direct Tax Bill in Total: 


'The total amount of taxes accrued or paid by General Motors Cor- 
poration and its subsidiaries to the various taxing authorities within the 
United States on its own account was $73,734,000. Including excise taxes 
of $31,225,000 on products sold by the Corporation and paid by the Cor- 
poration directly in the year 1937, the total was $104,959,000. This compares 
with $91,150,000 for the year 1936, and with $63,150,000 for the year 1935. 
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There are included in the foregoing, $13,741,000 for social security 
taxes accrued or paid by the Corporation and its subsidiaries during the 
year 1937, as compared with $3,772,000 in 1936, an increase of $9,969,000. 


The direct tax bill for the years 1935, 1936 and 1937 in relation to the 
total net earnings available to stockholders, as well as in relation to the 
volume of sales emanating from producing plants within the United States, 
is shown in the following: 


Taxes as % of: 


Net Volume 
Year Earnings of Sales 
D RM CEN 378% 6.19, 
iA "x" 38.2 6.9 
1937212 sy ucha ORE axe hr ta tere 53.4 7.2 


(b) Tax Bill per Share of Common Stock: 


The tax bill definitely ascertainable, amounting to $104,959,000 in 
1937, was equivalent to $2.45 per share of common stock outstanding. This 
compares with $2.13 per share for the year 1936 and $1.47 per share for 
1935. This relationship should be of particular interest to the stockholders 
since the tax bill in 1937 was equivalent to more than one-half of earnings 
of $4.38 per share. 


(c) Tax Bill per Employe: 


The average number of individuals in the Corporation's service within 
the United States for the year 1937 was 236,510. The tax bill was equivalent 
to $444 for each of these employes. This compares with $440 per employe 
in 1936 and $334 per employe in 1935. 


Attention is called particularly to the fact that the tax bill referred to in 
the above relationships does not represent, by any means, the actual cost of 
Government to the Corporation, inasmuch as there are included only those 
taxes definitely ascertainable and paid or accrued with respect to the Cor- 
poration's direct operations and its products. In other words, it reflects in no 
sense the tax bill as a whole. No effect has been given to the cost of Govern- 
ment as reflected 1n the cost of materials, purchased and consumed, or of 
services rendered the Corporation in the conduct of its business. 
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LABOR ECONOMICS 


The Corporation recognizes the importance of improving the economic 
position of its workers from the standpoint of both their progress and stabil- 
ity, hence advancing their status in a fundamental way. Such a policy is not 
only socially desirable but economically necessary, because of the vital 
necessity of developing every worker into the broadest possible consumer. 


Reference has been made elsewhere in this report to the general subject 
of the wage level in relation to prices. This will not be repeated here, except 
to point out that too many are of the belief that the wage level is at the 
discretion of management—that there is no ceiling other than that which 
management seeks to establish arbitrarily. Such an approach is far from a 
realistic one. As a matter of fact, the problem that confronts the national 
economy today is how to establish the essential balance between the com- 
ponent parts of productive enterprise so that there may result the greatest 
productivity of wealth to the end that more of the people may have more 
that will add to the comforts and pleasures of living. In other words, the 
wage level is part of a great economic problem affecting all. The trend of 
General Motors wages over the years has been steadily upward. Increasing 
wages and reducing prices are possible only through the capitalization 
of technological progress, supported by a constantly improving operating 


- technique, thus reducing real costs. High wages are a result—not a cause. 


It is to be regretted that this fact is not more generally appreciated. 


While the wage rate determines the labor content as affecting costs 
and hence selling prices, it is not а fundamental index in determining the 
economic position of the worker nor his ability to consume industry's 
products. In that problem is further involved the number of hours of work 
and the continuity of employment throughout the year. These are impor- 
tant considerations and they involve the seasonal fluctuations in the 
consumer demand for industry's products—an important consideration in 
the automotive industry. 


Attention has been concentrated during the past few years upon ways 
and means whereby a greater continuity of employment may be effected. 
The model year has been advanced by the industry, with this objective 1n 
mind. Employment is being stimulated during the months of low consumer 
demand by accumulating inventories of component parts. While production 
schedules of the automotive industry must be determined largely by the 
consumer demand after an adequate stock has been established in the field 
for distribution, further progress can be looked forward to in the leveling of 


» 4З < 


ANNUAL REPORT OF GENERAL MOTORS CORPORATION 


production. Thus the Corporation is steadily moving forward in the direc- 
tion of greater continuity of employment for the General Motors worker. 


A few facts indicating the progress of the wage earner in General 
Motors from the standpoint of the wage level and continuity of employ- 
ment, and in other ways, are set forth below. Consideration must be given 
to the fact, as already pointed out in the early part of this review, that all 
the yardsticks usually used for determining the Corporation's position— 
and applied to statistics with respect to labor particularly—are importantly 
prejudiced as to 1937 by the interruption of the Corporation's activities 
for a period of substantially six weeks in the early part of the year. 


Working Hours per Week: 


In the annual report of 1936 it was stated that the average weekly 
working hours for the hourly paid worker increased by approximately 4% 
as compared with the previous year, although the policy with respect to 
maximum hours was not changed. During the year 1937 there was a decrease 
of approximately 10% in the average hours worked per week in the General 
Motors plants in the United States, the average being 36.5 hours per week 
in 1937 as compared with 40.5 hours during the previous year. This de- 
crease was due to three influences: 


(a) The establishment in November 1936 of a base of forty 
hours per week. This resulted in the spreading of the work avail- 
able among a greater number of workers. 


(b) The loss of employment caused by the General Motors 
strike which seriously curtailed production during six weeks at the 
beginning of the year. 


(c) The reduced rate of operations prevailing during the last 
six weeks of the year due to the business recession of that period. 


During the year the Corporation has maintained a basic forty hour 
week, with time and a half payment for all work in excess of forty hours 
per week or eight hours per day. 


Wage Increases: 


The annual report of 1936 reported a wage increase of 5 cents per hour 
granted in November 1936 to hourly paid workers in the United States. 
Effective February 15, 1937 there was a further increase of 5 cents per hour. 
As a result of these increases, as well as of increased overtime payments 
due to the shorter basic work week already described, the average hourly 
rate increased 20.5%, from 75.6 cents per hour in 1936 to 91.1 cents per 
hour in 1937. It is interesting to observe that without giving effect to the 
premium paid for overtime, the average hourly rate for 1937 was not only 
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19.7% in excess of the average hourly rate in 1936, but was 28.3% higher 
than the average hourly rate during the pre-depression year of 1929. 


Annual Earnings per Worker: 


During 1937, although there was a decrease in the average hours 
worked, the increase in average hourly rates more than offset this decrease, 
so that the average annual earnings in the United States for the hourly paid 
employes on the payroll throughout the year increased approximately 2% 
over 1936. In 1937, a total of 166,073 employes, or approximately 85% of 
the average number of hourly workers on the payroll, were employed 
throughout the year. The average annual earnings of the regularly em- 
ployed General Motors workers in the United States during 1936 amounted 
to approximately $1,587, while during 1937, notwithstanding the adverse in- 
fluence of the General Motors strike, average annual earnings were $1,618. 


It is interesting to make a comparison between the average annual 
earnings in 1929, the peak of the pre-depression period, and those of the 
year now under review. In 1929 the average earnings were approximately 
$1,440. In 1937, as has already been stated, they were $1,618. Thus a 
General Motors worker regularly employed throughout the year received 
12% more in his pay envelope than he did in 1929. The cost of living index 
of the United States Bureau of Labor Statistics was about 15% lower than 
in 1929, so that the 1937 average annual earnings of a General Motors 
worker, in terms of the goods he could buy, were approximately 32% 
greater than in 1929. 


Other Workers Statistics: 


The spread between the peak and the low point of employment was 
reduced during the year, notwithstanding the problems involved in the 
General Motors strike, thus reflecting a better technique in production 
control. Total wages paid to General Motors hourly workers in the United 
States during the year amounted to $336,030,958. This compares with 
$280,876,260 for the year 1936, an increase of 20%. During 1937 the average 
number of hourly workers employed in the United States was 194,398, 
including both men and women. Of this number 166,073, or approximately 
85%, were on the payroll throughout the entire year. This fact is also impor- 
tant in determining the progress made toward stabilization of employment. 
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EXECUTIVE MANAGEMENT COMPENSATION 


At the moment it is supposed to be a matter of national policy to make 
public the amounts of compensation paid by corporations to certain indi- 
viduals and the names of the recipients. Nevertheless, General Motors Cor- 
poration maintains the position outlined in previous annual reviews, namely : 


t 


'. . . the remuneration of the Corporation's administrative 
staff is a personal relationship between each individual involved 
and the Corporation itself. It is held to be highly undesirable and 
contrary to the interest of the stockholders to approach the 
question from any other standpoint. On the other hand, it is recog- 
nized that the stockholders should be concerned, and have a right 
to be concerned, as to the cost of administering the business.” 


Compensation of the Corporation's executives is from two sources—a 
salary and an opportunity to participate in the profits of the business. Both 
factors, as affecting any particular individual, vary with the ability of the 
individual as well as with the opportunity for accomplishment. As to ability 
there is no need of elaboration. By "opportunity for accomplishment" is 
meant the degree of responsibility involved in making possible a contribu- 
tion to the Corporation’s progress, which in turn is affected by the volume 
of the business. 


It follows from the above that when the volume of business importantly 
declines the opportunity to accomplish is likewise reduced. That part of 
total compensation emanating from a participation in the profits auto- 
matically adjusts itself with the state of business, because as volume recedes 
profits decline, and at an increasing ratio. And that part emanating from 
salary, as such, is arbitrarily adjusted downward, depending on the indi- 
vidual circumstances existing. 


Executive management participation in profits comes through the 
application of the Bonus Plan. There is a broad coverage of the Cor- 
poration’s total salary group eligible for benefits under the Bonus Plan 
as distinguished from the executive management group as subsequently 
defined on page 49. For several years previous to 1936 all members of the 
organization receiving salaries at the annual rate of $4,200 and over were 
eligible. As applied to 1936 and 1937, a part of the bonus fund has been 
allocated to the group receiving salaries at the rates of $2,400 to $4,200 a 
year. The Bonus Plan is described in detail under ‘‘Cooperative Plans.” 
That part and only that part of the bonus fund distributed to the execu- 
tives within the group included in the executive management formula sub- 
sequently specified is included in the comparisons which follow. 
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I—TOTAL COMPENSATION POSITION OF THE THREE 
HIGHEST REMUNERATED EXECUTIVES 


It has been stated that both the salary and the profit participation 
factors which comprise total compensation are affected importantly by the 
opportunity to accomplish, and are further influenced by the state of the 
business. Naturally, the state of the business and the profits are in turn 
affected by the so-called “business cycle." And just as the cost of govern- 
ment must be paid for by the consumer, all other things being equal, in 
the form of higher selling prices, at the same time diminishing the pur- 
chasing power of the community, so such cost must be reflected in other 
components of the national economy. Compensation, whether it be of the 
worker or the executive, is no exception, and therefore any consideration of 
the problem of compensation must involve the influence of taxes as affect- 
ing the amount available to spend. To show the influence of the business 
cycle on total compensation, the three executives having the largest total 
compensation have been selected for illustration. 

Before stating the facts, however, certain assumptions must be made: 
(a) The period used covers the seven years through 1936, in other words, 
1930-1936, inclusive. This period has been selected because it is a fairly 
representative reflection of a business cycle, 1936 being the year of highest 
earnings since 1929. Three years were reasonably good, although in varying 
degree, while the remaining four were years of relatively low earnings. 
(b) In view of the fact that we are considering the present and the future 
rather than the past, except to use such statistics of the past as are 
essential to interpret the present and the future, deductions from income 
due to taxes are based upon tax rates as they exist today. (c) While the 
total tax liability is influenced by income from investments and other 
sources, nevertheless it has been assumed that the executives in question 
had no income other than that derived from compensation. (d) The tax 
liability is based upon the assumption that the executive received his total 
compensation within the year in which it was earned and paid a tax thereon 
at the present rates. As a matter of fact, distribution of the profit participa- 
tion is over a period of years and in stock of the Corporation, which would 
somewhat affect the calculation. 

Based on the foregoing assumptions, the following tabulation sets forth 
for each of the three highest paid executives over the seven year period, 
1930 through 1936, the maximum and minimum annual salary, profit par- 
ticipation and total compensation of each of these three executives for the 
period. The amount of profit participation for 1937 has not been finally 
determined, so that 1937 has not been included in this comparison. It is 
anticipated that the 1937 profit participation of these executives will be 
determined by following the practice of past years, except that the Chair- 
man, who is one of the executives used in this comparison, was at his own 
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request eliminated as of January 1, 1937 from further participation in the 
profits. There is also shown the average annual total compensation (in- 
cluding both salary and profit participation) for each executive before and 
after allowance for Federal income taxes at present tax rates: 


Highest Paid Second Highest Third Highest 


Executive Paid Executive Paid Executive 
salary : 
Maximum..... $150,000 $120,000 $120,000 
Minimum............ 112,500 76,666 90,000 
Profit Participation: 
Maximum..... $411,161 $387,450 $258,615 
Minimum............ —0— —0— — 
Total Annual Compensation: 
Maximum........ $561,161 $507,450 $353,655 
Minimum............ 112,500 76,666 90,000 
Average Annual Total Com- 
pensation: 
Before allowance for 
Federalincome taxes $314,375 $276,100 $198,269 
After allowance for 
Federal income taxes 138,291 127,078 102,436 


It will be noted from the above that in a year of good business, total 
compensation 15 relatively large. In years of poor business, total compensa- 
tion is reduced by about 80% as applied to these illustrations. Further, 
just as increasing cost of Government has the effect of reducing the profits 
of the stockholders, increasing selling prices and reducing volume, so is the 
amount of executive compensation to the recipient drastically reduced by 
increasing taxes. The amount paid to General Motors executives is one 
thing. The net amount remaining after taxes is quite another and the all- 
important thing. From that standpoint it will be noted that the current 
cost of Government would absorb, in the case of these three particular 
executives, practically the equivalent of their share of profits for the entire 
seven year period, so that, generally speaking, each of the three executives 
would be left with an amount to use for personal needs only substantially 
equal to the base salary. 


II—TOTAL COMPENSATION OF 
EXECUTIVE MANAGEMENT GROUP 


The application of the Corporation's policy with respect to reporting 
the cost of executive management necessarily raises the question as to what 
constitutes management in a business of such magnitude, involving as it 
does a highly diversified and highly technical line of products with operations 
conducted not only in the domestic markets but in nearly every market 
throughout the world. In defining the group comprising executive manage- 
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ment, for the purpose of discharging the responsibility involved in the above 
policy, the following formula has been used: 

* .. the principal executive officers of the Corporation; the 
executive heads of its General Administrative Staffs; the executive 
heads of the Operating Divisions and wholly owned Subsidiaries; 
the four principal functional executives of the more important 
operating units; and the executive in charge of each of the assembly 
and manufacturing plants in the United States located away from 
divisional headquarters and of the overseas assembly and mer- 
chandising operations." 

A total of 184 individuals was included in the above defined list at 
December 31, 1937, as compared with 174 at the end of 1936. The profit 
participation of this group, for 1937, is to be distributed in the form of Gen- 
eral Motors common stock at a cost to the Corporation of $34.61 per share. 

To enable the stockholders to obtain an understanding of the cost of 
executive management, the following relationships may be helpful: 


(a) Executive Management Cost per Share of Common Stock: 

With earnings for the year 1937 of $4.38 per share, salary cost applying 
to the group of 184 executives was equivalent to $0.08 per share on the com- 
mon stock outstanding, after allowance for Federal corporate income taxes. 
This cost of $0.08 per share compares with $0.07 per share for the year 
1936. In view of the fact that the earnings for the year were high enough 
to make the profit participation factor operative, there was supplemental 
compensation provided for this group. The provision for supplemental com- 
pensation to this group was equivalent to $0.08 per share on the common 
stock outstanding, after allowance for Federal income taxes paid by the 
Corporation. In 1936 the corresponding item was equivalent to $0.17 
per share. 

On the basis of 1937 operations, therefore, the total executive manage- 
ment compensation was equivalent to $0.16 per share on the common 
stock outstanding. This compares with $0.24 per share in 1936. 

'The reduced amount of total executive management compensation in 
1937 was due principally to the lower earnings in 1937 which reduced the 
amount of the profit participation factor in that year. 

(b) Executive Management Cost per $100 of List Price of Products Sold: 

On every $100 of list price of the Corporation's products sold, execu- 
tive management salary cost was equivalent to $0.21. Supplemental com- 
pensation under the profit participation plan was equivalent to $0.17. 
Therefore, total executive management cost was equivalent to $0.38 per 
$100 of sales. This compares with $0.64 for the year 1936. 

(c) Executive Management Cost for Each Dollar of Total Payroll: 

For every dollar paid in salaries and wages, executive management 
salaries consumed 1 cent. If there is added the effect of the profit partici- 
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pation plan, executive management consumed 124 cents per dollar of total 
payroll. This compares with 316 cents per dollar for 1936. 


(d) Executive Management Cost in Relation to Profits: 

For every dollar earned in profits for the stockholders, executive 
management salaries consumed 134 cents. If there is added the effect of the 
profit participation plan, executive management consumed 3% cents. This 
compares with 414 cents for the year 1936 and 416 cents for the year 1935. 


(e) Executive Management Cost in Terms of Volume of Business: 

For every dollar of business volume the executive management 
salaries consumed 3/10 of a cent. If there is added the effect of the profit 
participation plan, executive management consumed 16 cent compared 
with 8/10 of a cent for the year 1936. 


III—NUMBER OF INDIVIDUALS RECEIVING MORE THAN $10,000 
IN SALARIES AND IN PROFIT PARTICIPATION IN 1937 
The following tabulation shows the number of executives in various 
salary groups receiving salaries of $10,000 or more per annum as of Decem- 
ber 31, 1937, whether or not included in the executive management group 
as defined above: 


Amount of Number of 

_ Salary _ Individuals 
$ 10,000 to $19,999................................. 263 
20,000 to 29,999................................. 47 
30,000 to 49999................................. 13 
50,000 to 74,90%0................................. 7 
75,000 to 99,9909................................. 9 
100,000 and over (none over $200,000)................ 7 
Tota cen os ees adn vb e etr p RR ee m 346 


Attention is called to the fact that the number of executives in this 
group is simply indicative of the magnitude, diversity and geographical 
distribution of the Corporation's operations. 

The number of executives receiving a profit participation of $10,000 or 
more in 1937 (distributable in the form of General Motors common stock 
at а cost to the Corporation of $34.61 per share) is shown in the following 
table: 


Amount of Number of 

Profit Participation Individuals 
$ 10,000 to $19,999................................. 64 
20,000 to 209,909................................. 19 
30,000 to 49,999......................_.......... 13 
50,000 to 74,900................................. 7 
75,000 to 99,999................................. 7 
100,000 and over (none over $167,000)................ 6 
Total: "ELTE ERR 116 
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COOPERATIVE PLANS 


Through its Cooperative Plans, the Corporation has two objectives: 
first, to develop such programs as will promote security and protection, in so 
far as practically possible, for the benefit of the organization as a whole; 
and second, to supplement the normal relationship between the Corporation 
and its executive and supervisory groups, whereby an opportunity is pro- 
vided for those groups to participate in the success of the business for which 
they are directly responsible, and in proportion to each individual's relative 
capacity to contribute. 


The second objective merits some amplification. The success of General 
Motors depends upon the individual initiative and ability of a large group 
of important executives. Many of this group operate independently for the 
most part because of the magnitude of the Corporation's operations, their 
geographical distribution, and the many different industries in which the 
Corporation has a part. The most effective result and the greatest security 
for progress and stability are achieved by placing such executives 1n the 
same relative position, in so far as is practicable, as if they were in business 
on their own account. In that way, managerial talent is attracted to the 
Corporation on account of the opportunities offered, and means are provided 
of developing the talent within the Corporation's organization. Both are 
vital to success. 


The Corporation has submitted to the stockholders, from time to time, 
various proposals directed toward the purposes just mentioned. The results 
of these various plans have been duly reported in detail in each annual 
report. At times, altered circumstances have made it desirable to effect 
changes in the plans. 


At the present time, the Corporation's Cooperative Plans consist of 
the following :— 


Bonus Plan: 


The General Motors Bonus Plan was established in 1918. It now 
provides that there may be set aside as a bonus fund 10% of each year’s 
earnings, after deducting 7% on the capital employed during the year. 
This means that before there was a bonus fund available in 1937, there 
had to be earned approximately $71,532,000, equivalent to $1.46 per share 
on the common stock outstanding. 

At the inception of the Bonus Plan, all salaried employes of the 
Corporation who had been with the Corporation for the full year were 
eligible to participate. Subsequently, the eligibility was confined to those 
receiving $5,000 a year or more. This limitation was later reduced to $4,200 
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a year. Beginning with the 1936 bonus distribution, the salary limit was 
again reduced and the group eligible for bonus consideration now consists 
of all those who receive salaries at the rate of $2,400 a year or more. The 
result of this reduction in salary limit was a substantial increase in the 
number of eligibles. Bonus awards are made on the authority of the Bonus 
and Salary Committee of the Board of Directors and are based on recom- 
mendations made by the Chairman of the Board. The action of the Bonus 
and Salary Committee is submitted to the Board of Directors for review 
and final approval. The distribution of the bonus is made in the form of 
common stock of the Corporation. Awards to employes receiving less than 
$4,200 a year are delivered in total immediately. For those bonus bene- 
ficiaries receiving salaries at the rate of $4,200 or more, one-fourth of the 
award is delivered immediately after notification and the balance in three 
equal annual instalments, provided the beneficiary remains in the service 
of the Corporation. 


Applicable to the years 1930-1936, inclusive, one-half of the total 
amount available under the Bonus Plan was distributed to а group of the 
more important executives through the General Motors Management Cor- 
poration, organized for the purpose—all as set forth in detail in the annual 
report of 1930. The objective was to enable the more important executives 
to become holders of the common stock of the Corporation in a larger way 
than would be possible through the normal operation of the Bonus Plan 
itself. It in no sense changed the standing of any beneficiary in so far as 
his participation in the bonus fund was concerned, as the equities were 
preserved whether or not there was a participation in the General Motors 
Management Corporation. The essential difference was that, in the case 
of the annual bonus distribution, the beneficiary received his participation 
in the form of General Motors common stock on the basis of the market 
price averaged over the year, whereas in the case of an investor in the 
General Motors Management Corporation the beneficiary received his 
participation in General Motors common stock at $40 per share over a 
period of seven years. The stock required for the purpose was sold to 
General Motors Management Corporation by General Motors Corporation. 
The plan was formally approved by the stockholders on March 5, 1930 and 
its operations during the period of its life have been fully set forth in the 
annual reports of the years in question. The contractual payments by 
General Motors Corporation terminated by limitation on December 31, 
1936. For 1937 and thereafter, the entire bonus fund will be distributed 1n 
accordance with the Bonus Plan. The financial operations of General Motors 
Management Corporation are set forth on page 62, under “А Financial 
Review." 


As pointed out above, the Employes Bonus Plan provides for the 
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establishment of a bonus fund to which shall be credited yearly an amount 
not to exceed 10% of the net earnings after deducting 7% on the capital 
employed, to be invested in General Motors common stock. When the 
stock for the bonus awards сап be taken from the Corporation's treasury, 
as was the case in 1937, the number of shares required has been limited to 
the number computed by dividing the bonus fund by the stock's average 
daily market price during the year. This resulted in 252,086 shares being 
set aside for the year 1937, on the basis of the average daily market price 
of $53.36 a share, which, together with $457,500 payable in cash by certain 
foreign subsidiaries, constituted the Corporation's bonus fund. As the 
average cost of the stock allocated from the Corporation's treasury was 
$34.61 a share, the total cost of the bonus fund to the Corporation in 
1937 was $9,182,571. 


A total of 10,025 employes of the Corporation will benefit by the dis- 
tribution of the 1937 fund. No individual will receive more than a 2% 
participation in the total bonus fund. The Chairman of the Board does 
not participate in the 1937 bonus distribution. 


The record of bonus awards from the inception of the plan through 
the year 1937, is displayed on page 78 of this report. 


Employes Savings and Investment Plan: 


This plan was inaugurated in 1919 and was suspended as of December 
31, 1935, because of uncertainty as to the legal requirements under the 
Social Security Act and the Securities Act of 1933. No class, therefore, was 
formed after that date, but the rights of employes with respect to payments 
which had been made by them into the Savings Fund prior to January 1, 
1936, were in no way affected by this action. 


The plan at the time of its suspension provided that any employe 
receiving less than $4,200 per year was permitted to pay into the Savings 
Fund an amount not to exceed 10%, of his earnings, but not in excess of 
$300 per year. For each dollar of savings paid in, the Corporation con- 
tributed $0.35 to the Investment Fund. Interest was allowed on the 
employe's payments, while the Corporation invested its own contribution 
and the income thereon in its own common stock. The entire amount was 
paid to the employe at the end of a five year period. 


Each employe who paid $100.00 into the 1932 Class, which matured 
December 31, 1937, was entitled to receive $243.55 at the maturity of the 
class. Of this total payment, $100.00 represented the employe's original 
savings while the balance of $143.55 represented benefits contributed by 
the Corporation. 
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А total of $2,690,068 was distributed early in 1938 to 16,609 employes 
who participated at the maturity of the Class of 1932, as follows: 


On account of Common Stock contributed by 


the-Corporatioti.« £o ves weed ede $1,137,790 
On account of 6% interest on Savings paid by 

the Corporation........................ 444,628 
Total contributed by the Corporation. ....... $1,582,418 
On account of Employes Ѕауіпрѕ............. 1,107,650 
This makes a total distribution of. ........... $2,690,068 


Since the inception of the plan in 1919, a total of $246,538,942 has been 
paid out to the Corporation's employes through settlements of maturing 
classes and withdrawals before maturity. Of this amount, $141,607,343 
represented employes savings and $104,931,599 was contributed by the 
Corporation. The return to the employe, over and above the amount of his 
savings, consisted of the Corporation's contribution to the Investment Fund 
at the formation of each class, together with interest, dividends on the 
common stock and appreciation in the value of the stock during the life 
of these classes. 


Group Insurance Plan: 


During 1937 there was paid through this plan $2,981,215 to beneficiaries 
of 1,104 of the Corporation's employes who died during the year. In addi- 
tion, benefits of $1,231,699, on account of temporary disability resulting 
from sickness or non-industrial accidents, were paid to 20,595 employes. 
Total benefits paid during 1937, therefore, amounted to $4,212,914. Claims 
paid under the plan since its inception on December 1, 1926 have totalled 
$32,194,930. 

In March 1937, disability benefits were increased 40% with no addi- 
tional cost to employes—the entire additional cost being borne by the 
Corporation. 

The Group Insurance Plan is available to all employes of the Corpora- 
tion after three months service and provides insurance at a very low rate. 
At the end of 1937, over 99% of the eligible employes were participating. 
The plan is cooperative, the direct cost being shared by the Corporation 
and the employes, with the Corporation bearing the entire expense of ad- 
ministering the plan. 


Medical and Health Service: 


During 1937 the Corporation spent $1,262,635 in the United States 
to protect the health of its factory workers on their jobs. This expenditure, 
which amounted to $6.50 for each of the 194,398 employes, was for medical 
service, hospitalization, physical examinations, and for miscellaneous ac- 
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tivities to safeguard employes from occupational diseases. In 1936 the 
expenditure was $1,035,728, or $6.03 for each of the 171,711 employes. 


Thissupplemented substantial expenditures made in 1937 in the continu- 
ing effort to provide the most healthful working conditions and to protect 
employes from accidents through the installation of mechanical safeguards. 


Education and Training: 

This activity was continued throughout the year, in accordance with 
the plan set forth in previous annual reports. 

Housing for Employes: 


As stated in previous annual reports, the Corporation's policy with 
respect to this activity continues to be one of liquidation rather than 
expansion. There have been no important changes during the year. Such 
houses as are still owned by the Corporation are practically all rented to 
its employes. 
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PUBLIC RELATIONS 


One of the prime responsibilities placed upon the modern industrial 
organization is that of encouraging and preserving satisfactory relation- 
ships throughout all the various phases of its business. These relationships 
are necessarily complex—the process of converting raw materials into useful 
finished goods requires the collaboration of many groups of individuals. 
Dealers, suppliers, employes, stockholders, customers and the general pub- 
lic, as well as governments—all play essential parts in the industrial scheme 
of things. It is also true that in the case of large scale enterprises encom- 
passing a wide scope and diversity of operations, this need for sound mutual 
relationships assumes greater importance and becomes at the same time 
more difficult. 


General Motors has long recognized that good and equitable relation- 
ships in their broadest sense begin with constructive and mutually satisfac- 
tory policies as affecting those with whom the Corporation has direct and 
immediate dealings. Previous reports have emphasized the desirability of 
a fair and just distribution of the productivity of industry between the 
component parts—the supplier, the dealer, the employe, the stockholder 
and the customer. This is an extremely difficult task and one to which, in 
General Motors, a great deal of study and attention is constantly being 
given, for upon the continued maintenance of such an economic balance 
depends, to an important degree, the future development and progress of 
the Corporation. 


More recently a further responsibility has claimed an increasing amount 
of attention from management, and that is the relationship of industry to 
the community as a whole. For many years the chief and absorbing prob- 
lems of industry lay in the fields of engineering, production and distribution. 
Out of these endeavors came new products, new comforts and better ways 
of living. Today there is greater necessity than ever before for improving 
the relationships of industry as affecting human progress and for new inter- 
pretations of the fundamental place of industry in our social and economic 
structure. 


To an important degree the measure of General Motors success is the 
measure of the quality and value of its service to the public. To the extent, 
and only to the extent, that the Corporation serves the public better, will 
it grow and develop. Accordingly, it is of the utmost concern to General 
Motors that every part of its organization come to know and understand 
the public better, for with that better understanding will come increased 
ability and opportunity to serve. Of such a character are the studies by the 
Customer Research Section to determine what the public wants the prod- 
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ucts to be, what their preferences are in the way of appearance and style, 
and in general how those products can be made of greater usefulness and 
benefit. Thus, Corporation activities are more carefully kept in step with 
public needs and desires. 


But 1f industry is to be placed in a position to make its maximum con- 
tribution to the general welfare, it is essential that along with a better 
knowledge and understanding of the public by industry there also be a 
better interpretation of industry to the public. This is of vital importance. 
It is a real responsibility that industry must assume. 


To facilitate a better understanding of its problems and policies is an 
obligation that General Motors owes to stockholders, employes, dealers and 
all whose individual welfare is linked with the Corporation's success. And 
in an organization as large as General Motors, the entire country is in- 
volved to an important degree. 


It is highly desirable, for instance, that every employe be familiar not 
only with the facts of the business that affect him as an individual, but 
also with those facts that affect his relations with the other groups involved, 


Although dealers are primarily concerned with distribution policies, their 
broader interests include the problems and processes of engineering and pro- 
duction as well. Their constant and intimate contact with the public demands 
a thorough understanding of the Corporation's over-all aims and objectives. 
Also, the progress of General Motors and the essential details of its 
operating policies and practices are of vital interest to the communities 
in which the various plants are located—for in a most practical sense 
these manufacturing activities are a part of the life of the community. 


In general it may be said that the more completely the basic facts, the 
problems and the policies of industry are known throughout its organiza- 
tions and the community at large, the better service industry is able to 
render—which, in turn, is reflected in a public more favorably disposed 
toward its products. Thus the cycle of good relationships is made complete. 
For as а well informed organization through better service creates more 
sales and more customers, so also these added customers mean greater em- 
ployment and a more prosperous community. 


Despite recent substantial progress, there is undoubtedly at present a 
need for still better understanding of the problems of industry by all. 
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A FINANCIAL REVIEW 


'The consolidated balance sheet and summary of consolidated income 
of General Motors Corporation and subsidiary companies for the year 
ended December 31, 1937, are submitted herein. Attention is called to the 
fact that the accounts of certain subsidiary companies are not consolidated 
in the accounts of the Corporation. A list of such companies, not con- 
solidated, is set forth in detail on page 72. 


Earnings: 

Net earnings available for dividends for the year 1937 amounted to 
$196,436,598. This compares with net earnings of $238,482,425 for the year 
1936. After paying the regular dividends of $9,178,220 on the $5 series 
preferred stock for the year 1937, there remained $187,258,378, being the 
amount earned on the common stock outstanding. This is equivalent to 
$4.38 per share on the average number of common shares outstanding. For 
the year 1936, after deducting preferred dividends of $9,178,220, there 
remained earnings of $229,304,205 on the common stock, equivalent to 
$5.35 per share. 


The consolidated net earnings of the Corporation for the year 1937 
include a profit of $1,677,641 realized on the sale of securities. Net earnings 
for 1937 were reduced by $4,060,186 in order to adjust the book value of 
inventories on hand at December 31, 1937 to market value where the book 
value was in excess of market. Furthermore, a provision of $2,227,604 was 
made in 1937 for a reserve for commodity commitments, based upon the 
excess of commitment prices over market at the end of the year. The Cor- 
poration's equity in the undivided profits or losses of subsidiaries not 
consolidated includes a net loss of $709,433 representing a portion of the 
decline during the year in the market value of securities held by General 
Exchange Insurance Corporation. The remainder of $4,610,653 of the net 
loss on this account was charged to a reserve previously provided. 


Net earnings for 1937 do not include profits in the amount of $3,192,541 
realized abroad due to inability to remit such profits on account of exchange 
restrictions. These excluded profits are based upon the Reichsmark con- 
verted at 23.8 cents in the case of Adam Opel A.G. and upon previous par 
rates of exchange or current nominal rates, whichever are lower, in the case 
of other foreign subsidiaries. There have also been excluded from 1937 
earnings, profits of $1,087,628 realized abroad which have been set aside 
as a reserve against a foreign investment. 


Net earnings for 1937 are after deducting $5,736,906 for the surtax on 
undistributed profits. This provision for surtax is larger than would normally 
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be required for the amount of earnings retained, in view of the fact that 
earnings subject to Federal income taxes may be in excess of reported 
earnings, principally because the amount of depreciation on machinery and 
equipment allowed for tax purposes has been considerably less than the 
amount charged to earnings. 


Dividends: 


Regular dividends were paid on the $5 series preferred stock, requiring 
$9,178,220 for the year. Common dividends in the amount of $160,549,861 
were paid, making a total disbursement of $169,728,081 to stockholders 
for the year. This compares with a total of $202,081,519 for the year 1936. 
There were retained in the business earnings in excess of dividends in the 
amount of $26,708,517. 'This compares with $36,400,906 for the year 1936. 
Total dividends disbursed were equivalent to 86.4% of the earnings for 
the year. This compares with 84.7% for the year 1936 and with 83.6% for 
the ten years ended December 31, 1937. 


Dividends paid on the common stock during the year amounted to 
$3.75 for each share outstanding. This compares with $4.50 for the year 
1936. After payment of all dividends in 1937, the remaining earnings avail- 
able for reinvestment in the business were equivalent to $0.63 per share 
of common stock outstanding. 


А record of the Corporation's sales, earnings and dividend disburse- 
ments by years, since 1917 and extending through 1937, is recorded on 
page 75. 


Net Working Capital and Cash: 


Net working capital amounted to $347,216,116 at December 31, 1937, 
or $7,529,565 in excess of the net working capital of $339,686,551 a year ago. 
Cash, United States Government and other marketable securities at 
December 31, 1937 amounted to $150,884,012. This compares with 
corresponding items of $195,658,172 at the close of the previous year, 
a decrease of $44,774,160. Inventories of $279,146,383 at December 31, 1937 
showed an increase of $53,501,570 during the year. Since costs have 
increased onanaverage of about 13% during the year 1937, about $32,000,000, 
or 60% of the increase in inventories, may be attributed to increased costs 
of materials and labor in the inventory account. 


Surplus: 

There were no adjustments to the surplus account during the year under 
review. Earned surplus at December 31, 1937 amounted to $394,789,742, 
compared with $368,081,225 at December 31, 1936, an increase of 
$26,708,517, representing the excess of earnings over dividend disburse- 
ments during the year. 
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Real Estate, Plant and Equipment Account: 


"Total gross real estate, plant and equipment amounted to $747,817,794 
at December 31, 1937, an increase of $57,626,968 over the total of 
$690,190,826 at December 31, 1936. Reserves for depreciation increased 
$37,372,137 during the year, from $301,979,395 at December 31, 1936 to 
$339,351,532 at December 31, 1937. The net book value of real estate, 
plant and equipment, therefore, showed an increase of $20,254,831 during 
the year and amounted to $408,466,262 at December 31, 1937, compared 
with $388,211,431 at December 31, 1936. Excluding special tools, dies, 
etc., applicable solely to the manufacture of current models, the increase 
during 1937 in the gross plant accoant amounted to $65,672,140. After 
making allowance for the increase of $37,372,137 in the depreciation re- 
serves, the net plant account showed an increase of $28,300,003. 

'The increase of $65,672,140 in gross plant account, excluding special 
tools, dies, etc., may be accounted for by the following items: (a) gross 
plant expenditures for additions and improvements amounted to 
$76,919,241; (b) a gross amount of $10,098,285 of idle plant was reinstated 
as active plant, while $6,915,609 was transferred from active to idle plant, 
resulting in a net increase of $3,182,676 in the gross plant account due to 
these transfers; and (c) property disposed of and other adjustments reduced 
the gross plant account by $14,429,777. 

There has been no change during 1937 in the Corporation’s policy 
with respect to the provision for depreciation or in the depreciation rates. 
The total amount of depreciation charged against 1937 earnings amounted 
to $43,014,913, which was the largest annual provision in the Corporation’s 
history. The previous record provision was made in 1936, when $38,785,681 
was charged to earnings, or $4,229,232 less than the provision for the year 
1937. In addition to the provision for depreciation referred to above, 
earnings were charged during 1937 with $432,743 for amortization of lease- 
hold improvements and with $1,005,385 for depletion of timber tracts. 

The policy underlying the transfers mentioned above between active 
and idle plant was outlined in the 1932 annual report, which policy con- 
tinues to be applied to properties within the United States. The gross 
value of surplus and idle plant in the United States and Canada was 
$22,844,861 at December 31, 1937, and is carried on the Corporation’s 
books at a salvage value of $5,959,029. As the difference between the gross 
value and the salvage value of this idle property has been charged against 
reserves for depreciation, the net book value of real estate, plant and 
equipment has remained unaffected. 


Investments in Subsidiary Companies Not Consolidated, and Miscellaneous: 


The Corporation’s investments in subsidiary companies not consoli- 
dated, together with certain miscellaneous items, are detailed on page 72 
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of this report. The aggregate of all such items totalled $244,201,251 at 
December 31, 1937, an increase of $15,467,685 over the total of $228,733,566 
at December 31, 1936. Due to the retention of earnings over and above the 
dividends paid during the year, the investment of the Corporation in 
. General Motors Acceptance Corporation increased by $1,592,238, its invest- 
ment in General Exchange Insurance Corporation increased by $5,150,308, 
and its investment in Yellow Truck & Coach Manufacturing Company 
increased by $276,012. The Corporation's investment in Vauxhall Motors 
Ltd. increased $5,108,510 due principally to advances for expansion pur- 
poses. During the year 1937, the Corporation sold to Vauxhall employes 
57,275 shares of Vauxhall 6% preference stock for $340,514. After this sale, 
the Corporation's preference share holdings amounted to 222,373 shares, 
or 74.1%, of the total shares outstanding. 


The Corporation's investment in the automobile dealerships held by 
the Motors Holding Division increased by $1,301,334 during the year 1937. 
This increase was due in large part to the excess of new investments made 
under the dealership investment plan over the amount of the investments 
paid out by the dealers, as referred to more fully on page 29. 


Prior to 1936, the Corporation reflected in earnings its proportion of 
the undivided profits or losses of companies less than 50%, owned. Beginning 
in 1936, earnings have reflected only amounts received as dividends from 
these companies, together with adjustments for cumulative net losses since 
December 31, 1935, or net recoveries of losses absorbed to that date. 
General Motors Corporation's proportion of the undivided profits of the 
companies less than 50% owned which was excluded from the Corporation's 
income amounted to $1,012,906 for the year 1937 and $385,999 for the 
year 1936. | 


Specific attention is called to the following, as affecting certain of the 
Corporation's investments: 


(а) National Bank of Detroit: 


At December 31, 1936, General Motors Corporation's investment in the 
National Bank of Detroit consisted of 307,951 shares of common stock 
carried at cost of $7,698,775. During the year 1937, 39,450 shares of this 
Stock were sold, thus reducing the holdings to 268,501 shares before re- 
flecting a 50% common stock dividend paid on August 2, 1937, or equiva- 
lent to 402,751.5 shares after the dividend. These shares were carried at 
cost of $6,712,525 at December 31, 1937. 


(b) Balances in Closed Banks: 


Balances in closed banks amounted to $5,412,971 at the close of 1937, 
а decrease of $1,283,501 during the year, accounted for by additional 
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repayments. After deducting a reserve of $1,871,776 at December 31, 1937, 
which is considered sufficient to cover any losses which may be finally 
sustained, there remains in the assets a net amount of $3,541,195. 


General Motors Management Corporation: 


Reference has been made under “Cooperative Plans” to the General 
Motors Management Corporation. In view of the fact that the plan, for 
which this Corporation was organized in 1930, completed its contemplated 
course on March 15, 1937, a final record can now be established, from the 
standpoint of its general financial aspects. 


General Motors Management Corporation was organized in April 1930. 
General Motors Corporation sold to it 1,375,000 shares of General Motors 
common stock at $40 per share, for a total of $55,000,000. This was the 
approximate market price at the time the transaction was effected. The 
Corporation had acquired this stock at an avezage cost of approximately 
$33 per share, after receiving the authority of the stockholders to do so. 
In selling this stock to General Motors Management Corporation, the 
Corporation realized a profit of $9,482,861, which was reported in 1930 
earnings. General Motors Management Corporation paid for these 1,375,000 
shares by cash in the amount of $5,000,000 and by its seven year 6% 
serial bonds in the amount of $50,000,000. General Motors Corporation 
contracted with General Motors Management Corporation to pay yearly 
to the latter 595 of its net earnings after deducting 7% on its capital 
employed, for a seven year period ending December 31, 1936. The remaining 
5% of net earnings was distributed in the form of stock awards in accord- 
ance with the Bonus Plan. 


Certain changes 1n the plan were authorized by the Board of Directors 
on August 15, 1934, and subsequently approved at a special meeting of the - 
stockholders held September 27, of that year. The plan as modified pro- 
vided: (a) for a retroactive adjustment of the interest rate from 6% to 5% 
from the inception of the plan to March 15, 1934, with the provision that, 
subsequent to that date, the interest rate was to be 6% cumulative but not 
to exceed the amount of dividends received by General Motors Manage- 
ment Corporation on the General Motors common stock held against its 
remaining indebtedness; (b) for the retirement of indebtedness each year in 
the amount of contract earnings, after deducting taxes applicable thereto; 
and (c) for the retirement of the outstanding indebtedness on March 15, 
1937, either by delivery of General Motors common stock at $40 per share 
or by payment of one-half of such indebtedness by delivery of General 
Motors common stock at $40 per share and by the concurrent payment 
of the remaining half in cash. Indebtedness could also be retired prior to 
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March 15, 1937, other than through the application of contract payments 
received, in a similar manner. 


On March 15, 1937, when the plan terminated, all indebtedness of 
General Motors Management Corporation to General Motors Corporation 
was liquidated in accordance with this modified plan. The financial opera- 
tions of General Motors Management Corporation have affected the profit 
position of General Motors Corporation as set forth in the following 


paragraph. 


When the Management Corporation was formed in 1930, bonds in the 
amount of $50,000,000 and cash in the amount of $5,000,000 were received 
by General Motors Corporation, and a profit of $9,482,861 was realized 
on the sale of 1,375,000 shares of General Motors common stock to the 
Management Corporation. The average rate of interest paid by the Manage- 
ment Corporation on its indebtedness to General Motors Corporation over 
the seven year period of the plan was approximately 514%, being 5% for 
the four year period ended March 15, 1934, and 6% for the three year 
period ended March 15, 1937. The indebtedness of $50,000,000 was 
liquidated over the period through cash payments in the amount of 
$38,276,080 and through the delivery of 293,098 shares of General Motors 
common stock at $40 a share during 1936 and 1937. These 293,098 shares 
of General Motors common stock were included in the treasury stock 
account at $40 per share, while the market value at the time of receipt 
averaged approximately $65 per share. 


Thus it might be stated that the objectives of the plan in providing 
a more important partnership interest through the acquisition of common 
stock by the executive management were accomplished to the extent of 
the 1,081,902 shares paid for by the Management Corporation. That all 
the original 1,375,000 shares of stock were not paid for was due of course 
to the fact that the period during which the plan was in operation coincided, 
to an important degree, with the world economic depression. 


Treasury Stock: 


The only changes in the treasury stock account during 1937 were in 
connection with the Employes Savings and Investment and the Employes 
Bonus Plans. 


At December 31, 1937, the Corporation held in its treasury stock 
account 831,045 shares of common stock carried at $21,754,365, or $26.18 
per share, and 39,722 shares of preferred stock at $3,267,219, or $82.25 
per share. The total of $25,021,584 represented a net increase of $5,247,022, 
or 151,182 common shares, in the account during the year. This increase 


» 63 < 


ANNUAL REPORT OF GENERAL MOTORS CORPORATION 


of 151,182 shares in the common stock held in the treasury is more than 
accounted for by the 197,382 shares received from the General Motors 
Management Corporation in final liquidation of its indebtedness to the 
Corporation. Of the common stock included in the treasury at December 31, 
1937, a total of 252,086 shares is being carried at a cost value of $8,725,071, 
or $34.61 a share, for the payment of 1937 bonus awards. There was no 
change during the year in the 39,722 shares of preferred stock held in 
the treasury. 


Capital Account: 


There has been no change in the capital account during the year under 
review. 
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FOR THE YEAR ENDED DECEMBER 31, 1937 


IN GENERAL 


This section presents brief comments on several subjects which have 
not been covered under previous headings. 


Number of Employes: 


The average number of employes during the year 1937 was 261,977. 
This compares with an average of 230,572 for the year 1936, an increase 
of 31,405, or 13.6%. 


Payrolls: 


The payrolls of the Corporation, including salaries and wages for the 
year 1937 amounted to $460,451,744. This is an increase of $76,298,722, 
or 19.9%, over payrolls of $384,153,022 for the previous year. 


Goodwill and Patents: 


The Corporation's goodwill and patent account as of December 31, 
1937 amounted to $50,322,686, and shows practically no change from the 
balance of $50,324,906 at December 31, 1936. 


Goodwill under the Corporation's standard accounting practice is the 
difference between the purchase price and the book value of properties 
acquired, and patents represent the cost of acquisition to the Corporation 
less subsequent amortization. 


The goodwill and patent account, as reported in the balance sheet, is 
not intended to represent an appraisal even in a minor degree of the intang- 
ible value of an outstanding group of highly specialized manufacturing 
organizations and their executive personnel, supported by vast distributing 
organizations, operating in practically every country in the world. Neither 
does it include the likewise intangible value of the favorable attitude of 
the markets of the world toward a group of products, the quality and excel- 
lence of which are well established in practically every community in 
every country. 


Stockholders: 


At the close of the year there were 375,755 stockholders. This estab- 
lishes a new record. The previous published all-time record for the number 
of stockholders was for the first quarter of 1933 when there were 372,284 
Stockholders. 


It is particularly interesting to note that, of this large number of 
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stockholders, approximately 160,000 individuals have holdings of ten shares 
or less. The Corporation believes in the broadest possible distribution of 
ownership. To the degree that American business is owned by the American 
public, to that extent its security and the opportunities for progress are 
enhanced. 


The number of stockholders of all classes since 1917 is displayed on 
page 79 of this report. 


Conclusion: 


Your management deeply regrets the loss in the last year through death 
of two Directors, Mr. George F. Baker, Chairman of the Board of The 
First National Bank of the City of New York, and Mr. Alfred H. Swayne, 
Vice-President of General Motors Corporation. Mr. Baker, who died on 
May 30, 1937, had been a Director of General Motors Corporation since 
July 15, 1920, and was always interested in and contributed importantly 
to the Corporation's progress. Mr. Swayne, who died on April 16, 1937, 
had been a Director of General Motors Corporation since January 13, 1921 
and Chairman of the Board of General Motors Acceptance Corporation 
since March 24, 1921, and actively contributed to the sound growth of 
the organization. 


On behalf of the Board of Directors and for ourselves as well, apprecia- 
tion is heartily accorded to the organization as a whole. Their efforts 
converted the difficult period under review into one of the Corporation's 
best years. The same spirit that has made of General Motors an outstanding 
success in the past may be counted on to maintain its leadership in the future. 


By order of the Board of Directors, 


WiLLIAM S. KNUDSEN, ALFRED P. SLOAN, JR., 
President Chairman 


March 31, 1938. 


FINANCIAL STATEMENTS 
AND 


STATISTICS 


GENERAL MOTORS CORPORATION 


SUMMARY OF CONSOLIDATED INCOME 
FOR THE YEARS ENDED DECEMBER 31, 1937 AND 1936 


Year Ended Year Ended 
Dec. 31, 1937 Dec. 31, 1936 


Net Sales. cac eror yat o Ub Dave drea $1,606,789,841.02 $1,439,289,939.57 


Profit from operations and income from investments 
(including dividends received from subsidiary 
companies not consolidated, and, in 1937, after 
providing a reserve of $2,227,604.23 for com- 
modity commitments, based on excess of com- 
mitment prices over market at December 31, 
1937) after all expenses incident thereto, and 
after providing $43,014,913.41 in 1937 and 
$38,785,680.96 in 1936 for depreciation of real 
estate, plants, and equipment................ $ 248,058,728.43 $ 289,832,643.21 


General Motors Corporation's equity in the undivided 
profits or losses of subsidiary companies not 


consolidated............................... 7,094,601.96 7,565,131.96 
Net Profit from operations and investments.......... $ 255,153,330.39 $ 297,397,775.17 


Less provision for: 
Interest on employes savings fund................ $ 541,988.47 $ 719,412.18 


Deduct investment fund reversions account of em- 
ployes savings withdrawn before class maturities 380,088.29 1,311,506.70 


Employes savings and investment fund—net.. $ 161,900.18 $ 592,094.52 


Employes bonus and, in 1936, payment to General 
Motors Management Corporation (see page 51) $ 8,725,070.79 $ 15,229,490.90 


Amounts provided for employes bonus payments by 


certain foreign subsidiaries.................. 457,500.00 447,559.24 

Total bonus (including amounts provided by 
subsidiaries not consolidated)... ......... $ 9,182,570.79 $  15,677,050.14 
TOTAL a ord fos see Cou ES E ie rt us $ 9,344,470.97 $  15,084,055.62 

Net Income before Income and Excess Profits Taxes and 
ЗОНАХ aci ooi Fus eo eee en Mes aA $ 245,808,859.42 $ 282,312,819.55 


Less provision for United States and foreign income 
and excess profits taxes (includes provision of 
$5,736,906.12 in 1937, and $2,395,283.24 in 1936 


for surtax on undistributed profits).......... 49,107,135.08 43,607,626.59 
Net Income for the Уеаг.......................... $ 196,701,724.34 $ 238,705,192.96 


General Motors Corporation's Proportion of Net Income $ 196,436,598.15 $ 238,482,425.24 


Dividends on preferred capital stock— $5 series (less 
dividends applicable to stock held in treasury). . 9,178,220.00 9,178,220.00 


Amount Earned on Common Capital Stock........... $ 187,258,378.15 $ 229,304,205.24 
Average number of shares of common capital stock out- 

standing during the year.................... 42,783,554 42,872,394 
Amount Earned Per Share of Common Capital Stock... . $4.38 $5.35 


Note: The above earnings do not include such portion of the earnings of foreign subsidiaries as cannot be 
remitted on account of foreign exchange restrictions. 
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GENERAL MOTORS CORPORATION 


SUMMARY OF CONSOLIDATED SURPLUS 
FOR THE YEARS ENDED DECEMBER 31, 1937 AND 1936 


Year Ended Year Ended 
Dec. 31, 1937 Dec. 31, 1936 


Earned Surplus at beginning of уеаг................... $368,081,225.31 $331,680,318.62 
General Motors Corporation's Proportion of Net | 
Income, per Summary of Consolidated Income... 196,436,598.15 238,482,425.24 
Earned Surplus before dividends...................... $564,517,823.46 $570,162,743.86 
Less cash dividends paid or accrued: 
Preferred capital stock—$5 series.................. $ 9,376,830.00 $ 9,376,830.00 


Common capital stock: 
Mar. 12 ($0.25 on 43,500,000 shares in 1937)...  $ 10,874,999.99 $ 21,750,000.16 


June 12 ($1.00 on 43,500,000 shares in 1937)... 43,500,000.00 54,374,999.99 
Sept. 13 ($1.00 on 43,500,000 shares in 1937). .. 43,500,000.00 54,374,999.99 
Dec. 13 ($1.50 on 43,500,000 shares in 1937). .. 65,250,000.16 65,250,000.15 

Total edt Bina u a ep oec ie ie ADR $163,125,000.15 $195,750,000.29 


Total cash dividends paid or accrued. .. $172,501,830.15 $205,126,830.29 


Less amount received or accrued by General Motors 
Corporation on capital stock held in treasury: 


Preferred capital stock— $5 series.............. $ 198,610.00 $ 198,610.00 
Common capital 5їосК....................... 2,575,138.49 2,846,701.74 

Total sce viste weh Wea a kaa s $ 2,773,748.49 $ 3,045,311.74 

Net cash dividends paid or accrued... $169,728,081.66 $202,081,518.55 

Earned Surplus at end of уеаг........................ $394,789,741.80 $368,081,225.31 


NOTE: Earned surplus includes $33,251,640.52 at December 31, 1937 and $28,645,038.30 at December 31, 
1936 for net earned surplus of subsidiaries not consolidated; also $1,726,848.48 at December 31, 1937 and 
$1,672,240.58 at December 31, 1936 for net earned surplus of companies less than 50% owned but in which 
a substantial interest is held. Í 


Paese tenet “= ГЫР PE MITES EE 


GENERAL MOTOR 
CONDENSED CONSOLIE 


DECEMBER 3t 


ASSETS 
Current Assets: Dec. 31, 1937 Dec. 31, 1936 

COSI ouis о поа $ 143,859,608.46 $ 188,559,022.99 * 
United States Government securities at cost (less А 

than market) us o4 Ls etse eti er dca 4,923,976.82 4,998,666.66 * 
Other marketable securities—short term—at cost 

(less than market)......................... 2,100,427.17 2,100,482.62 
Amount due from General Motors Management 

Corporation; is ase $6 SPA wen tle dae P RR — 11,947,600.00 
Sight dide with bills of lading attached, and 

СОЕ is ce m usis E ET er 8,074,289.93 9,859,406.86 
Notes receivable............................. 1,183,538.80 976,758.34 ^ 
Accounts receivable and trade acceptances > 

(less reserve for doubtful accounts: in 1937, Y 

$2,298,592.06; in 1936, $2,355,568.71)........ 53,610,611.99 69,899,698.54 
Inventories at cost or less (not in excess of market) 279,146,383.45 225,644,812.86 

Total Current Assets...................... $ 492,898 836.62 $ 513,986,448.87 


Investments and Miscellaneous: 
Subsidiary companies not consolidated, and mis- 


cellaneous (Schedule 1).................... $ 244,201,251.33 $ 228,733,566.42 
Investment in General Motors Management Cor- 2s 
poration (in 1937, 6,752 shares of common i 
SEOC ч оо ОЛКУ ГУ ГЕТЕ 1,361,779.31 10,491,113.72 
General Motors Corporation capital stock held in 
treasury for corporate purposes (in 1937, 
831,045 shares common, $21,754,364.83; 39 722 
shares $5 series no par preferred, $3, 267, 219. 38) 25,021,584.21 19,774,562.43 
Total Investments and Miscellaneous. ........ $ 270,584,614.85 $ 258,999,242.57 | 
2 
Real Estate, Plants, and Equipment. ................ $ 747,817,703.75 $ 690,190,825.60 
Prepaid Expenses and Deferred Charges............. $ 5,049,864.58 $ 14,687,376.96 
Goodwill, Patents, Еёс............................ $ 50,322,686.38 $ 50,324,905.98 
TOTAL ASSETS...................... $1,566,673,796.18 $1,518,188,799.98 м 
A 


NorEs: Current receivables as of December 31, 1937 include amounts of $16,056,570.23 due from General 
Motors Acceptance Corporation on account of current financing of sales of the Corporation' s products (includ- 
ing in-transit items), $3,199,231.50 representing current accounts due from subsidiary companies not con- 
solidated, and $90,237.49 due from officers and employes. 

here are reflected in treasury stock asshown above, in connection with the operation of the General Motors 
Bonus Plan, 220,971 shares of General Motors Corporation common stock which are the equivalent of 107,660 
shares of Class B and 12,743 shares of common stock of General Motors Management Corporation held at 
December 31, 1937. 
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CORPORATION 


BALANCE SHEET 


AND 1936 


LIABILITIES, RESERVES, AND CAPITAL 


Current Liabilities: Dec. 31, 1937 Dec. 31, 1936 
Accounts payable............................ $ 55,372,055.41 $  77,622,260.17 
Taxes, payrolls, and sundry accrued items....... 39,320,117.42 40,169,286.11 
United States and foreign income and excess profits 

taxes and surtaxes......................... 46,669,257.06 43,739 311.20 
Employes savings funds, payable within one year 2,758,485.73 6,069,320.19 
Contractual liability to General Motors Manage- 

ment Согрогайоп......................... — 5,136,915.20 
Accrued dividends on preferred capital stock.... 1,562,805.00 1,562,805.00 

Total Current Liabilities.................... $ 145,682,720.62 $ 174,299,897.87 

Reserves: 


Depreciation of real estate, plants, and equipment $ 
Employes savings funds, payable subsequent to 
Ole year s essor aevo RCRUM EE RIA ai 
Employes bonus (based upon cost of stock dis- 
tributable as Бопиѕ)....................... 
Sundry and contingencies..................... 


Total Reserves............................ $ 


Capital Stock and Surplus: 


Capital stock of General Motors Corporation: 
Preferred, no par value (authorized, 6,000,000 
shares; issued, 1,875,366 shares of $5 series) $ 
Common, $10 par value (authorized, 75,000,000 
shares; issued, 43,500,000 shares)......... 


Total Capital босК.................... $ 


Interest of minority stockholders in subsidiary 
company with respect to capital and surplus. . 
Farmed Surplus, ossai teare on Ык vse ЫБЫКЕ ee Es 


339, 351,531.73 
8,008,159.10 


8,725,070.79 
45,297,726.29 


401,382,487.91 


187,536,600.00 


435,000,000.00 
622,536,600.00 $ 


2,282,245.85 


394,789,741.80 


301,979,395.33 
9,227,692.08 


5,304,124.21 
34,568,239.82 


351,079,451.44 


187,536,600.00 


435,000,000.00 


622,536,600.00 


2,191,625.36 


368,081,225.31 


Total Capital Stock and Surplus. ............ $1,019,608,587.65 $ 992,809,450.67 


TOTAL LIABILITIES, RESERVES, 


AND CAPITAL.................... $1,566,673,796.18 $1,518,188,799.98 


CONTINGENT LIABILITIES: Claims in respect of back taxes, patent infringements, and other matters incident 


to the ordinary course of business, together with other contingencies, involve amounts totalling approximately 
$21,000,000. There is no way of determining the amount for which these claims may eventually be settled 
butin the opinion of the management and counsel, the contingency reserves carried on the books of the Corpora- 
tion and its consolidated subsidiaries are adequate to cover all settlements that may be made. In addition, 
there is the claim of the Commissioner of Internal Revenue for $15,342,369, together with interest from 1927, 
arising out of the acquisition of the assets of the Fisher Body Corporation. No provision has been made for 
any possible loss in connection with this case for the reason that it is believed to have been a tax-free reorganiza- 
tion. This position was upheld by the United States Board of Tax Appeals, and the case is now pending upon 
appeal by the Commissioner to the Circuit Court of Appeals. 
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Investments їп Wholly Owned Companies which are 
Net Worth as Shown by the Books of the 


Carried at 


GENERAL MOTORS CORPORATION 


INVESTMENTS 


DECEMBER 31, 1937 AND 1936 


Several Companies: 


General Motors Acceptance Corporation 
General Exchange Insurance Corporation 
Modern Dwellings, Limited 


Investments in Subsidiar 


* + «е t 5 .. 9 n 
+ + о э з о ө ] | ө 
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Companies which are Carried at 
Cost Adjusted to Include the Corporation's Proportion 


of Undivided Profits or Losses since Acquisition: 


Yellow Truck & Coach Manufacturing Company 
(includes $9,668,265.01 representing 79 pre- 
ferred stock) 


Vauxhall Motors Limited 
Adam Opel A. G 


Automobile dealerships held by Motors Holding 
Division 


Investments in Companies less than 50% owned which are 
djusted to Include the Corporation's 
Profits or Losses at December 
31, 1935, and Net Decreases in Its Equities since that 
Date or Net Recoveries of Losses Absorbed to that Date: 
Ethyl Gasoline Corporation 
Bendix Aviation Corporation 
North American Aviation, Inc 
Kinetic Chemicals, Inc 


Carried at Cost 
Proportion of Undivided 


Investments in Other Companies which are Carried at Cost: 


Miscellaneous: 


Balances in closed banks (less reserves) 
Land contracts and mortgages (held principally by 
housing divisions), bonds, and notes 


Other (including two realty subsidiaries—in 1937, 
$470,094.14) 


Total Investments in Subsidiary Companies Not 
Consolidated, and Miscellaneous 


++ € v э 9 о э e ө ө s э * ө s o e э э ө э n 
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Dec. 31, 1937 


$ 84,915,319.03 


22,754,927.44 
102,991.52 
371,657.78 


28,603,125.74 
17,420,170.64 
*35,030,627.74 


8,857,536.44 


4,432,428.55 
15,341,659.78 
4,507,308.01 
554,617.87 


6,712,525.00 
1,033,026.26 


3,541,194.95 


8,081,491.82 


1,940,642.76 


Schedule 1 


Dec. 31, 1936 


$ 83,323,080.67 


17,604,619.54 
108,232.47 
461,635.90 


28,327,114.21 
12,311,660.50 
*35,030,627.74 


1,556,202.13 


2,208,499.87 
15,353,460.93 
4,441,491.34 
309,617.87 


7,698,775.00 
1,031,470.00 


4,821,014.46 


6,513,504.37 


1,632,559.42 


$244,201,251.33 $228,733,566.42 


NoTE: The above schedule does not include an investment of $442,795.64 in 1937 and $413,350.56 in 1936 
for one foreign subsidiary excluded from consolidation, the investmentin which is offset by a reserve. 


* In recognition offoreign exchange restrictions, no effect has been given herein to earnings of Adam Opel 


А.С. since December 31, 1933. 
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HASKINS & SELLS 


CERTIFIED PUBLIC ACCOUNTANTS 67 BROAD STREET 
NEW YORK 


March 15, 1938. 


General Motors Corporation, 
1775 Broadway, 
New York. 


Dear Sirs: 


We have made an examination of the Condensed 
Consolidated Balance Sheet of General Motors Corpo- 
ration and its subsidiaries as of December 31, 1937 
and 1936, and of the related Summaries of Consolidated 
Income and Surplus for the years ended those dates. 
For the year ended December 31, 1937, and for the 
nineteen preceding years, we have examined or tested 
the accounting records of the companies and other 


supporting evidence, have made general reviews of 
their accounting methods and operating accounts, and 
have reviewed the methods of internal control and 
audit procedure, which appear to be effective, but 
have not made detailed audits of the transactions. 


In our opinion, based upon such examination, 
the accompanying Condensed Consolidated Balance 
Sheet and related Summaries of Consolidated Income 
and Surplus fairly present, in accordance with ac- 
cepted principles of accounting consistently followed 
by the companies, their consolidated financial con- 
dition at December 31, 1937 and 1936, and the results 
of their operations for the years ended those dates. 


Yours truly, 
HASKINS & SELLS 
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GENERAL MOTORS ACCEPTANCE CORPORATION 
AND SUBSIDIARIES 


CONSOLIDATED BALANCE SHEET 
DECEMBER 31, 1937 


ASSETS 


Current Assets: 

Cash: 
United States and Canada 
Other Countries (Note А)....................... 

Notes and Bills Receivable (Including instalments ma- 
turing after one year): 
United States and Canada (Note В)............. 
Other Countries (Note А).......... 


a e m ә ә э s о ө ө u q ө ө е ө qe t n, С 


Deductions: 


Unearned Income...................... E 
Reserve for Losses on Notes and Bills Receivable 


Total Deductions.......... seen 


Notes and Bills Receivable, Less Deductions........ 
Accounts Receivable........ eee ne] 
Total Current Assets..................... n 
Investments (Note C)...... cles eens 


$ 40,888,199.49 
1,298,549.04 


$503,185,527.86 
33,168,859.24 


$536,354,387.10 


$ 22,327,678.03 


8,636,813.77 
$ 30,964,491.80 


— „5 «з а + s а о э е э 


emm om gor m аё: or m «ся Ж 


Company Automobiles and Office Equipment, Less Depreciation........... 


Deposits in Closed Banks (Less reserve, $750,000.00)....... 


Deferred Charges: 
Prepaid Discount (Notes Payable)............-.+.+- 
Unamortized Discount and Expense (Long-Term Debt) 
Other. Z15227 ud Ba u ewe ы ЖЫЛЫШ Аа a Pee 


$ 971,405.03 
409,930.09 
167,501.62 


e + s ж а «+ а ө а э ж 


LIABILITIES, CAPITAL STOCK AND SURPLUS 


Current Liabilities: 
Notes and Loans Payable: 
United States and Сапааа...................... 
Other Countries (Including affiliated companies, 
$330,480.00) (Note А)............. 


Accounts Payable: 

Due to General Motors Corporation and Affiliated 
Companies (for wholesale paper purchased, insur- 
ance premiums, etc.) ..... csse nn 

Other. cL милек bea lh cesar Mere let eae 


Accrued Liabilities: 
interest. X ruens bee E aot a Oats Wee ee 
Federal Income and Other Тахеѕ................ 


Dealers’ Repossession Loss Кеѕегуеѕ.................. 


Total Current Liabilities.......... 


Long-Term Debt: 
31497 Notes, due November 1, 1939 to February 1, 1940 
Ten- Year 3% Debentures, due August 1, 1946........ 
Fifteen-Year 314% Debentures, due August 1, 1951... 


Contingency and Other Кезегуез................. nnn 


Capital Stock and Surplus: 
Capital Stock—$100 par, authorized and outstanding, 
500,000 shares................... n hh 
Paid-In Surplus. ..... see n nnn 
Earned Surplus........ eee nnn 
Undivided Profits...... ccce rh 


++ ж ж а а о о «а э | n 


$272,121,483.08 
22,636,199.07 


$ 17,854,910.13 
1,009,150.28 


$ 1,526,588.81 
5,461,780.05 


w* w e s e s ж t] ] t À t n n9) 
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$ 25,000,000.00 
50,000,000.00 
50,000,000.00 


„а «ео» э ж з t] э | |] э а n9 


$ 50,000,000.00 
11,250,000.00 
8,750,000.00 
14,915,319.03 
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$ 42,186,748.53 


505,389,895.30 
931,671.63 
$548,508,315.46 


328,063.74 
820,673.90 
21,746.90 


1,548,836.74 
$551,227,636.74 


$294,757,682.15 


18,864,060.41 


6,988,368.86 
19,126,783.59 
$339,736,895.01 


125,000,000.00 
1,575,422.70 


84,915,319.03 
$551,227,636.74 


(A) Cash of $807,482.19 and Notes and Bills Receivable of $15,637,080.62 were pledged as collateral against 
bank borrowings amounting to $11,113,943.49 in countries other than the United States and Canada. 
(B) Includes $10,340,150.72 from General Motors Corporation affiliated dealership companies. 


(C) Includes $5,000.00 representing the original investment in General Exchange Corporation (a subsidiary not 
consolidated) but excludes surplus of $2,282.14, of which $1,603.66 represents the 1937 increment. Also 


includes $22,063.74 representing net assets in the Spanish operation; the liabilities deducted include 


$192,736.25 of bank obligations guaranteed by the Corporation. 


GENERAL MOTORS CORPORATION 
RECORD OF SALES, EARNINGS AND DiVIDENDS 


Net sales, net income, amount paid in dividends and the amount reinvested in the 
business since the beginning of the present/General Motors Corporation of Delaware are 
shown in the following table. Net income and amount reinvested in the business beginning 
1922 include General Motors Corporation's equity in the undivided profits or losses of 
subsidiary companies not consolidated. 


95 Income 
Disbursed in 


19178 $ 
1918 
1919 
1920 
1921 
1922 
1923 
1924 
1925 
1926 
1927 
1928 
1929 
1930 
1931 
1932 
1933 
1934 
1935 
1936 
1937 


Net Sales 


96,295,741 
269,796,829 
509,676,694 
567,320,603 
304,487,243 
463,706,733 
698,038,947 
568,007,459 
734,592,592 

1,058,153,338 
1,269,519,673 
1,459,762,906 
1,504,404,472 
983,375,137 
808,840,723 
432,311,868 
569,010,542 
862,672,670 
1,155,641,511 
1,439,289,940 
1,606,789,841 


Net Income 
Available for 


Dividends 


$ 14,294,482 
14,825,530 
60,005,484 
37,750,375 

*38,680,770 
54,474,493 
72,008,955 
51,623,490 

116,016,277 

186,231,182 

235,104,826 

276,468,108 

248,282,268 

151,098,992 
96,877,107 

164,979 
83,213,676 
94,769,131 

167,226,510 

238,482,425 

196,436,598 


Preferred 
Dividends 


$ 491,890 
1,920,467 
4,212,513 
5,620,426 
6,310,010 
6,429,228 
6,887,371 
7,272,637 
7,639,991 
7,645,287 
9,109,330 
9,404,756 
9,478,681 
9,538,660 
9,375,899 
9,206,387 
9,178,845 
9,178,220 
9,178,220 
9,178,220 
9,178,220 


Balance 
Available 


for Common 


$ 13,802,592 
12,905,063 
55,792,971 
32,129,949 

*/4,990,780 
48,045,265 
65,121,584 
44,350,853 

108,376,286 

178,585,895 

225,995,496 

267,063,352 

238,803,587 

141,560,332 
87,501,208 
*9,041,408 
74,034,831 
85,590,911 

158,048,290 

229,304,205 

187,258,378 


Cash 
Dividends 
Paid on 
Common 
Stock 


$ 2,294,199 
11,237,310 
17,324,541 
17,893,289 
20,468,276 
10,177,117 
24,772,026 
25,030,632 
61,935,221 

103,930,993 
134,836,081 
165,300,002 
156,600,007 
130,500,002 
130,500,001 
53,993,330 
53,826,355 
64,443,490 
96,476,748 
192,903,299 
160,549,861 


Cash Divi- 
dends on 


Income 


Preferred Reinvested 


and Common 


Stocks 


19.49% 
88.75% 
35.89% 
62.29% 
30.48% 
43.97% 
62.57% 
59.97% 
59.91% 
61.23% 
63.19% 
66.89% 
92.68% 
144.38% 
75.71% 
77.69% 
63.18% 
84,74% 
86.40% 


in the 
Business 


$ 11,508,393 
1,667,753 
38,468,430 
14,236,660 

t 65,459,056 
37,868,148 
40,349,558 
19,320,221 
46,441,065 
74,654,902 
91,159,415 
101,763,350 
82,203,580 
11,060,330 

t 42,998,793 
T 63,034,788 
20,208,476 
21,147,421 
61,571,542 
36,400,906 
26,708,517 


The earnings and dividends paid per share of present $10 par value common stock 


(outstanding since 1929) for 1929 and subsequent years have been as follows: 


Earnings Dividends 
Per Share Paid 


Earnings 
Per Share 


Dividends 
al 


Year Year 


1934 
1935 
1936 
1937 


1929 
1930 
1931 
1932 
1933 


$5.49 
3.25 
2.01 
ж 121 
1.72 


$3.60 
3.00 
3.00 
1.25 
1.25 


$1.99 
3.69 
5.35 
4.38 


$1.50 
2.25 
4.50 
3.75 


Note: General Motors Corporation of Delaware was incorporated October 13, 1916, succeeding General 
Motors Company of New Jersey, organized September 16, 1908. 


§5 months ended December 31, 1917. 
* Deficit. 
T Decrease in surplus. 
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UNIT SALES OF CARS AND TRUCKS 


The following table shows unit sales of General Motors passenger cars and trucks to 
dealers in the United States and Canada, including overseas shipments to assembly plants 
and warehouses; production by foreign manufacturing subsidiaries, and total unit sales 
from all sources for 1919 and subsequent years: . 


Unit Sales to Dealers 


in the United States and Unit Sales of 
Canada, including Foreign Manufac- 
Overseas Shipments turing Subsidiaries* 
Lu = == Total 
Unit Sales 
Passenger Passenger from АП 

Year Cars Trucks Total Cars Trucks Sources 
1919 368,338 23,400 391,738 — — 391,738 
1920 353,033 40,042 393,075 — — 393,075 
1921 208,443 6,356 214,799 — — 214,799 
1922 443,625 13,138 456,763 — — 456,763 
1923 774,617 23,938 798,555 — — 798,555 
1924 562,553 24,788 587,341 -— — 587,341 
1925 787,148 48,754 835,902 — — 835,902 
1926 1,121,771 113,079 1,234,850 — — 1,234,850 
1927 1,348,307 214,441 1,562,748 — — 1,562,748 
1928 1,552,617 258,189 1,810,806 — — 1,810,806 
1929 1,554,304 344,963 1,899,267 — — 1,899,267 
1930 997,937 160,356 1,158,293 7,682 8,140 1,174,115 
1931 896,271 137,247 1,033,518 25,588 15,603 1,074,709 
1932 448,193 77,534 525,727 21,429 15,814 562,970 
1933 671,880 130,224 802,104 46,918 20,013 869,035 
1934 902,324 226,002 1,128,326 81,885 30,236 1,240,447 
1935 1,324,858 239,394 1,564,252 116,166 35,270 1,715,688 
1936 1,599,777 266,812 1,866,589 120,020 51,081 2,037,690 
1937 1,646,308 282,473 1,928,781 132,207 55,909 2,116,897 


*There are included above passenger cars and trucks manufactured by Opel since July 1, 1930 and by Vauxhall 
since April 1, 1930. 
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EMPLOYES SAVINGS AND INVESTMENT FUNDS 


A summary of the condition of unmatured Classes of the Employes Savings and 
Investment Funds at December 31, 1937 (including the Class of 1932 which matured De- 
cember 31, 1937), and of the results of the matured Classes since establishment of the Plan 
in 1919, follows: 


Total Total 
Unmatured Matured Aggregate 
eee Mole All Classes 
1932 to 1919 to 
Employes Class Class Class Class 19351 1931 ; 
Gavin gs Fun d 1932 1933 1934 1935 Inclusive) Inclusive) Inclusive) 


Net amount paid in $ $ $ $ $ $ $ 

by employes 1,855,615 1,204,990 4,654,045 7,196,928 14,911,578 105,660,465 120,572,043 
Interest credited by 

Corporation 530,043 207,694 711,551 743,138 2,192,426 22,030,043 24,222,469 


2,385,658 1,412,684 5,365,596 7,940,066 17,104,004 127,690,508 144,794,512 


843,087 451,380 1,371,575 2,039,588 4,705,630 75,818,901 80,524,531 


Balance credited to 
employes 1,542,571 961,304 


Employes 
Investment Fund 


Amount paid in and 

invested in stock 

by Corporation **.. 927,808 301,247 1,628,916 2,518,925 5,376,896 62,879,981 68,256,877 
Income received..... 506,188 102,772 491,321 512,882 1,613,163 26,122,589 27,735,752 


Total Invested. 1,433,996 404,019 2,120,237 3,031,807 6,990,059 89,002,570 95,992,629 


Withdrawals by em- 
рРЇоуёз............ 140,670 54,857 191,605 134,920 522,052 13,058,408 13,580,460 


Ва!апсе...... 1,293,326 349,162 1,928,632 2,890,887 6,468,007 75,944,162 82,412,169 


Amount invested for 

employes remaining 

in Savings Fund... 987,163 282,047 1,594,872 2,250,892 5,114,974 46,013,688 51,128,662 
Amount reverting to 

Corporationon basis 

of original cost of 

stock (balance in In- 

vestment Fund after 

deducting amount 

invested for em- 

ployes)........... 306,163 67,115 333,760 645,995 1,353,033 29,930,474 31,283,507 


SS eae EES eee.  — i — —— ш 


Norzs: Under the 1919, 1920 and 1921 Plan the Corporation guaranteed to the employes in the Investment 
Fund at maturity an amount equal to one hundred per cent of their credits in the Savings Fund. Forfeitures 
in the Investment Fund on account of withdrawals did not revert to the Corporation. Beginning with the 
Class of 1922, up to and including the Class of 1930, the Plan was amended to provide that thereafter for- 
feitures in the Investment Fund would revert to the Corporation and that it guarantee that the Investment 
Fund at maturity would equal an amount equivalent to fifty per cent of the Savings Fund credits. Beginning 
with the Class of 1931, this guarantee was discontinued; but, however, there is a reversion to the Corporation 
on account of withdrawals. The amounts reported for the 1919 through 1930 Classes include Canadian Savings 
Fund accounts at par; the amounts reported for the 1931, 1932, 1934 and 1935 Classes include Canadian 
Savings Fund accounts converted into United States funds at the rate of exchange prevailing at the close of 
those classes; there is no Canadian participation for the Class of 1933. The above figures do not include separate 
Funds established by overseas subsidiaries. 


T The Employes Savings and Investment Plan was suspended as of December 31, 1935, so that no new classes 
were formed during 1936 or 1937. 


* [ncludes amounts applied by employes to purchase of homes. 
** Includes additional amounts required to meet the guarantee for the 1927, 1928 and 1929 Classes. 
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PAYROLLS AND NUMBER OF EMPLOYES 


The annual payrolls of General Motors Corporation, including salaries and wages, for 
1921 and subsequent years, not including certain subsidiary companies, such as Adam 
Opel A.G., Vauxhall Motors Ltd., Yellow Truck & Coach Manufacturing Company, and 
Fisher Body Corporation prior to the acquisition of the minority interest as of June 30, 
1926, have been as follows: 


‚.....$ 66,020,481 ‚.....$302,904,988 1932......$143,255,070 
95.128,435 365,352,304 1933...... 171,184,315 
138,290,734 389,517,783 1934 263,204,225 
110,478,000 279,410,144 1935......1327,677,624 

‚. 136,747,178 ‚..... 236,520,474 ‚.....1384,153,022 
. 220,918,568 460,451,744 


Tincludes Appreciation Fund distributions of $4,647,025 in 1935 and $9,165,554 in 1936. 


The number of employes of the Corporation, not including certain subsidiary companies, 
for 1937 and prior years has been as follows: 


1909...14,250 1915...21,599 ...45,965  **1926...129,538 1932...116,152 
1910...10,000 1916...25,666 ...65,345 1927...175,666 1933...137,764 
1911...11,474 1917...25,427 522965265 1928...208,981 1934...191,157 
1912...16,584 1918...49,118 ...73,642 1929...233,286 1935...211,712 
1913...20,042 1919...85,980 ...83,278 1930...172,938 1936. . . 230,572 
1914...14,141 *1920...80,612 1931...157,586 1937...261,977 


*Beginning with the year 1920 figures shown in this table are averages for the year. 
** Average for 1926 does not include Fisher Body prior to June 30. 


BONUS AWARDS 


The General Motors Bonus Plan, established in 1918, provides that there may be set 
aside each year as a bonus fund 10% of the Corporation's net earnings after deducting 7% 
on the net capital employed in the business, to be invested in General Motors common 
stock. For the period 1923 through 1936, only one-half the fund, or 5% of net earnings, 
was set aside for distribution as bonus. Another 5% of net earnings was paid to Managers 
Securities Company from 1923 through 1929, and to General Motors Management Cor- 
poration from 1930 through 1936. Beginning with the year 1937, the bonus fund is to be 
awarded in the form of General Motors common stock under the Bonus Plan. When stock 
is not purchased during the year and is available in the Corporation's treasury, the num- 
ber of shares to be distributed is limited to the number computed by dividing the amount 
of the bonus fund by the average daily market price of General Motors common stock 
during the year. Stock awarded to employes in the bonus group, composed of those receiv- 
ing salaries at an annual rate of less than $4,200 a year, is delivered immediately, while 
stock awarded to employes receiving salaries of $4,200 or more is delivered one-fourth at 
the time of the award and the balance in three equal annual instalments. A record of the 
awards follows: 


Number of Number of 
Number of Shares of Common Number of Shares of Common 
Year Bonus Awards Stock Awarded (a) Bonus Awards Stock Awarded (a) 


1918.......2,279 26,146 28...... 2,504 78,188 
1919....... 214,659 (b) ...... 2,839 167,378 
1920....... 84,966 (b) ...... 1,933 117,624 (а) 
1921....... с 1,377 65,897 (d) 
1922....... 95,857 (с) c 
1923....... 120,681 1,234 51,440 
1924....... 15,370 ...... 1,484 71,664 
1925....... 46,043 ...... 2,312 189,010 
1926....... 84,869 ...... 9,483 211,799 
1927....... 110,689 .... . -10,025 252,086 


(а) Common stock awarded: In year 1918—$100 par value; 1919 through 1923—no par value (old); 1924 
through 1926—no par value (new); 1927 and 1928—$25 par value; and thereafter in present $10 par value. 

(b) In addition to the common stock awarded in 1919 and 1920, 18,934 shares of 795 debenture stock were 
awarded, of which 14,191 shares applied to the 1919 awards and 4,743 shares to the 1920 awards. 

(c) No bonus was available for the years 1921 and 1932. 

(d) Bonus awards in 1930 and 1931 were in Class A stock of the General Motors Management Corporation 
which was equivalent, share for share, to General Motors common stock. 
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NUMBER OF GENERAL MOTORS STOCKHOLDERS 


Rae 400,000 


DISTRIBUTION OF 
TOTAL STOCKHOLDERS 
BY SIZE OF HOLDINGS 
FOURTH QUARTER OF 1937 


1 TO 10 SHARES 1 TO 50 SHARES 


101 SHARES AND OVER 


51 TO 100 SHARES 150,000 


17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34 35 36 37 
NUMBER OF STOCKHOLDERS-FOURTH QUARTER OF EACH YEAR 


1917... Sex 2,920 | 1924... ........ 66,097 | 1931.......... 313,117 
1918. .......... 4,739 | 1925.......... 50,917 | 1932.......... 365,985 
1919 Pees 18,214 | 1926.......... 50,369 | 1933.......... 351,761 
1920...........36,894 | 1927.......... 66,209 | 1934.......... 350,164 
1921... 66,837 | 1928.......... 71,185 | 1935..........337,218 
1922. zv Oe 65,665 | 1929.......... 198,600 | 1936..........342,384 
1923... eue 68,063 | 1930.......... 263,528 | 1937..........375,755 


TOTAL NUMBER OF CARS AND TRUCKS OF ALL MAKES 


REGISTERED IN THE UNITED STATES 


NUMBER 
OF CARS OF CARS 
& TRUCKS & TRUCKS 


14 75 716 17 "18 719 20 721 22 23 24 25 26 27 28 29 30 3132 33 34 35 36 37 
NUMBER REGISTERED DURING EACH YEAR 
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GENERAL 
MOTORS 


Printed in U.S.A. 


